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Location of Industry 
By STEPHEN HELBURN* 


BRIEF review of the immediately 

available literature on the location of 
industry leads the writer to the conclusion 
that a more realistic approach to the prob- 
lems of industrial location is needed. Cer- 
tain inadequacies in the present theories 
are significant. 

It has been pretty well established that 
while one can ignore the “laws” of the lo- 
cation of industry, he cannot escape their 
effects. However, the corollary of this 


*This paper was written by the late Stephen 
Helburn in connection with his work for the Land 
Committee of the National Resources Planning 
Board. (Mr. Helburn was the staff member of the 
National Resources Planning Board who prepared 
the report on Public Land Acquisition: Part II, 
Urban Lands, February, 1941.) It was used as the 
basis for discussion by the members of that Com- 
mittee and Mr. Helburn was encouraged to publish 
it. Before he could put it into final form, he died 
in September, 1942. His brother, Nicholas Helburn, 
was urged to revise and edit the manuscript. This 
he has done in the spirit of the author, altering the 
original as little as possible. However, certain modi- 
fications and condensations were deemed advisable 
by the editors of the Journal, and these are indi- 
cated by appropriate footnotes. In the original man- 
uscript. Mr. Helburn acknowledges “brief but en- 
couraging talks with Dr. Proudfoot of the Census 
and Dr. Means of the Planning Board.” 


proposition (that successful industries are 
properly located) gives a misleading ex 
post facto sanction to the existing geo- 
effects. However, the corollary of this 
graphic pattern of industry. For instance, 
geographers and economists speak of in- 
ertia as a factor that tends to locate indus- 
try, or rather to keep it located, where it 
is. They speak of it but they under-esti- 
mate it. Inertia is not purely a matter of 
personal somnolence: actually, it may be 
more profitable for a manufacturer to re- 
main in an improper location because the 
cost of abandoning an old plant and build- 
ing a new one may be so great as to im- 
pose a four or five per cent charge on op- 
erations in perpetuity. Some industries 
have so great a fixed capital that it would 
be virtually impossible to move at all. 
Industrial migration, of course, rarely 
takes the form of actual plant relocation. 
The new businesses entering the field 
merely take the better locations, putting 
themselves into a stronger competitive po- 
sition. Then, according to pure industrial 
theory, the older factories with higher 
costs or inferior products are driven to the 
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wall. The only trouble with this is that 
industrial theory is no purer than the in- 
dustrialists who practice it. Cartels and 
price-fixing agreements are not unknown; 
a factory with a monopoly of a certain 
process may survive for years in a poor 
location ; and a vigorous executive or pro- 
moter may establish and maintain a busi- 
ness in a perfectly irrational place. The 
process of natural selection works slowly ; 
and competition in the modern economy 
is far from perfect. This tends to perpetu- 
ate the status quo and to check migrations 
to the best locations. 

A second criticism of location theory 
today is that economists and geographers 
do not have a sufficiently comprehensive 
view of industry and the industrial pro- 
cess. As far as I can discover, the usual 
method of analysis is to take an industry 
with which one is familiar, search out the 
locating factors, and then generalize this 
list into a Theory of Location. This does 
not make for a comprehensive analysis. 
The next step is to take the list of factors 
and verify it by applying it to a number 
of fairly localized industries. Here the 
analysis breaks down again because the 
analyst doesn’t know enough about 
enough industries. It seems to me axio- 
matic that, before one can evaluate the lo- 
cational effect of geographic factors, he 
must know not only where those fac- 
tors are but also how important they are 
to the productive process of that particular 
industry. For example, I have always 
been told that, in the manufacture of steel, 
iron moves to coal because the coal needed 
is twice as expensive to transport. I have 
recently discovered that this is not always 
true; in some cases the coal moves to the 


* E.g., the location of aluminum manufacturing at 
Manitowoc, Wisconsin, was not the result of any 
particular advantages which the community offered 
for such manufacturing. A man experienced in alum- 
inum happened to settle there and develop an indus- 


try. 











iron. It depends on the grade of the coal 
and the richness of the iron ore. 

Another deficiency of this modus op- 
erandi is that usually the importance of 
location factors in industries which are 
not highly localized is forgotten or neg- 
lected. The classic examples of industrial 
location are steel, shoes, automobiles, 
glass, pulp and paper, mining, lumbering, 
retail merchandising, and so on: all lo- 
calized. But baking, printing and publish- 
ing, canning, building construction, ce- 
ment, and wholesaling, which are spread 
all over the economic map, are just as 
obedient to equally definite laws of loca- 
tion. 

The indiscriminate use of the word “‘lo- 
cation” is the basis of my third criticism. 
It seems to me that there are three differ- 
ent forms of “location,” and that we ought 
to distinguish among them. For the pur- 
poses of this discussion, I propose to use 
orientation, location, and site as more or 
less precise terms, and (where confusion 
is likely to arise) placement as the gen- 
eral term. 

I would define orientation as placement 
with reference to some feature of the eco- 
nomic landscape; a transportation route, 
for example, or a source of raw materials, 
or a market. Orientation does not neces- 
sarily imply definite placement in space, 
but rather placement in the presence of 
some desirable or essential economic phe- 
nomenon. Orienting industry to a navi- 
gable waterway gives it countless possible 
positions and does not reveal the area 
nor the particular spot where the factory 
should be located. 

Within the orientation, location means 
placement in an area or region where all 
the essential factors of production exist 
or to which they can be brought at some- 
thing approaching the most favorable 
terms. Shipbuilding is oriented to the 
seacoast; placement on the sea is the pri- 
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mary consideration outweighing all oth- 
ers. But there are thousands of miles of 
shore line; so, within that orientation, let 
us assume that a shipyard locates at Bal- 
timore because there is labor, cheap trans- 
portation to the inland sources of steel, 
a deep harbor with good port facilities, 
and a fairly central position with regard 
to the rest of the Atlantic Coast. Balti- 
more need not be the place of lowest cost 
for all these items, but the sum of the 
costs must compare favorably with those 
of Bath, Portsmouth, or Brooklyn. 

Location, then, puts a fairly tight spa- 
tial limitation on the placement of an in- 
dustry. Within the location, the site is 
the particular piece of land on which the 
industry finally settles. Our shipyard, 
having decided to locate in the Baltimore 
area, may choose a site at Sparrows 
Point, where land is cheap, where a street- 
car line provides easy transportation for 
workers, where the ground is solid enough 
to hold large buildings, and where it seems 
that local government taxes will remain 
low. 


Classification of Location Factors 


The fourth criticism of location theory 
(and the probable cause of the confusion 
mentioned under the second criticism) is 
that location factors have not been logi- 
cally classified nor weighted. 

A typical list of location factors runs 
something like this: influence of raw ma- 
terials; influence of the market; suitable 
labor supply; cheap transportation; cli- 
mate; presence of other industries; ad- 
vantages of an early start; inertia, and so 
on. It would seem more logical to classify 
locating factors according to the elements 
or to the parts of the productive process 
they affect. 

In its simplest terms, industry consists 
of taking things, doing something to 
them, and passing on the products to 


someone else. Agriculture takes land and 
seed and weather, applies labor to them, 
and passes on wheat or cotton. Manufac- 
turing may take the wheat or cotton, ap- 
ply power, machinery and labor, and pro- 
duce flour or cloth. The merchant takes 
the flour and cloth, breaks them up into 
handy packages, makes them available 
near your home and sells them to you, the 
ultimate consumer. Or some other manu- 
facturer may process them further to 
make bread or underwear. 

Production cost, then, has five ele- 
ments: (1) the cost of raw materials (in- 
cluding process materials) delivered to 
the factory door; (2) the cost of the labor 
necessary to process them; (3) the cost 
of the power necessary to process them; 
(4) the overhead, and the indirect and 
miscellaneous charges against the produc- 
tion; and (5) the cost of getting the prod- 
uct to the consumer. My proposal is to 
attempt to relate the placement of industry 
to these five elements. As a safety-valve, 
however, we should add another element: 
(6) non-economic or irrational elements 
of placement of a given industry.” 

The locational pull of any item or fac- 
tor in the production process depends on 


*The author did not elaborate this factor as he 


did the other five. For purpose of completeness it 
should be pointed out that men are not always 
guided by purely economic factors and forces. In 
the past many industries have been located in a 
given city for purely personal, accidental or irra- 
tional reasons. Note the following: “If one thousand 
Wisconsin manufacturers were asked why they chose 
a given community for the location of a factory, 
about 90 per cent of them would say that it just 
happened. Most manufacturers have built their 
plants in their home cities because they lived there 
and not because of any detailed consideration of the 
advantages and disadvantages of alternative places. 
Where conditions were favorable, or where the prod- 
uct and management were such that success came 
irrespective of location, these factories survived and 
expanded. Otherwise, they gave way to competing 
establishments in more fortunate locations.” See 
Edwin M. Fitch and Ruth L. Curtiss, Industrial 
Trends in Wisconsin, University of Wisconsin Bulle- 
tin #1674 (1933), p. 23. 
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two things; its availability measured in 
terms of mobility (and ubiquity) and its 
importance to the production process. Ob- 
viously, if a commodity or good is com- 
pletely ubiquitous (like air), or if it has 
almost complete mobility (i.e. transfer 
cost is a negligible fraction of value), it 
has no locating effect. If, on the other 
hand, the cost of a material is a small 
enough part of the production cost (such 
as the cost of the porcelain in a pair of 
false teeth, or the benzoate of soda in a 
bottle of ketchup), its locational pull will 
be zero. 

Let us briefly consider first the mobility 
and ubiquity, and second, the importance 
in production of the elements of produc- 
tion as they relate to a few selected indus- 
tries. 

(1) Raw Materials. For the extractive 
industries, the principal raw materials are 
absolutely immobile. When it is not 
ubiquitous, a given raw material has an 
absolute locating effect. Iron mining must 
be done where the ore is located; oil wells 
must be drilled in the petroleum fields; 
and fish must be taken from the lakes, 
rivers or seas. Land, the raw material of 
agriculture, is immobile but is—to a lim- 
ited extent—ubiquitous. The best land, 
however, or even good land, is not 
ubiquitous, and good land has a locating 
pull similar to that of the best mines or 
the best fishing grounds. 

After being extracted or divorced from 
land, raw material is mobile and will 
have a placing or locating effect propor- 
tionate to the cost of transfer and the 
amount used in production. It is in this 
connection that Weber’s concept of “‘ideal 
weight” becomes important. An industry 
using a raw material that undergoes great 
refinement or weight loss in production 
will tend to locate near that raw material 
to save transportation charges. Converse- 
ly, an industrial process that increases the 
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bulk or weight of the finished product 
over the bulk or weight of its raw mate- 
rials will tend to locate as near the ulti- 
mate destination as possible. To express 
this relationship, Weber cooked up his so- 
called “material index” of a productive 
process : 

No. of Units X Unit Transfer Cost 

(of each raw material) 


Index ="No. of Units x Unit Transfer Cost 
(of finished product) 





If the index is less than 1, the tendency is 
to locate near the market; if the index is 
greater than 1, the pull is in the direction 
of the raw materials; and if the ideal 
weight of any one material( the number 
of units X unit transfer cost) is greater 
than the sum of all the rest of the ideal 
weights, the tendency (other costs being 
equal) is to locate at the source of that 
raw material. 

The aluminum industry needs so much 
power for its reduction process that it is 
placed near the giant hydro-electric de- 
velopments of the St. Lawrence. The pull- 
ing effect of the power (measured in 
terms of the most completely mobile sub- 
stitute—coal) outweighs all the other fac- 
tors in the process, orienting and locating 
the industry to the power. Similarly, the 
glass industry is oriented to the natural 
gas available in western Pennsylvania and 
Ohio, for an equivalent amount of coal 
would out-pull all other factors. Other 
cases of location induced by raw materials 
are the placement of pulp and paper man- 
ufacture near the forests and the orienta- 
tion of steel manufacture to the transport 
route between the iron mines and the coal 
fields. Market-orientation due to trans- 
port costs will be considered more fully 
under section (5), Marketing. 

As a group, the primary conversion in- 
dustries tend to be oriented to raw mate- 
rials more closely than any other manu- 
facturing. Smelting, refining and reduc- 
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tion processes that take their materials 
raw from the earth and produce the steel, 
wood, glass, paper, and copper have a 
higher material index, a higher weight 
loss, use fewer hours of labor and more 
coal or power per ton of product than the 
manufacturing and assembling industries 
which take a partly processed product and 
make an even more refined product. 

(2) Labor. In the past, labor has been 
considered more or less immobile by both 
economists and entrepreneurs. The last 
few years have seen this assumption dis- 
proved spectacularly. All of this mobil- 
ity, however, may not outlast the present 
emergency. Unskilled labor is virtually 
ubiquitous in the United States. While 
the greatest markets of labor are in the 
large cities, an industry moving into a 
hitherto rural section usually finds that 
cash wages will draw the boys off the 
farms and the girls out of the homes. If 
unskilled labor has little locating effect, 
highly skilled labor has a strong locating 
~ effect. Industries which depend largely on 
the skill of their laborers for competitive 
position, especially those where labor is a 
large fraction of the production cost, have 
a very strong incentive to locate near re- 
serves of trained labor. The jewelry in- 
dustry of Providence and Attleboro is an 
example of location purely and simply on 
the basis of labor. 

Another consideration for some indus- 
tries is the flexibility of the labor supply. 
Industries with highly seasonal or spor- 
adic demands want to be able to hire and 
lay off their labor forces without any re- 
sponsibility for them in the slack season. 
This has usually discouraged small-town 
location, where willy-nilly the manufac- 
turer has obligations toward his help, and 
has put some seasonal industries, such as 
the garment trades, in the larger, less 
neighborly cities which have a greater 
variety and flexibility of labor. 
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A third labor factor which affects the 
placement of industry, although we do 
not like to admit it, is the tractability of 
the labor. The eastern seaboard cities owe 
much of their industry to the great 
streams of immigrants of the latter 19th 
century—who could be bullied, cowed, 
and underpaid—and fired with ease. 
Since the growth of strong labor organi- 
zations, strongest in the cities, labor- 
dodging industries have moved out into 
the country where they draw on labor that 
is less attached to unionism and less radi- 
cal in its thinking. The company towns, 
particularly the coal and iron towns of 
Pennsylvania, are famous for their sup- 
pression of labor. Homestead, Harlan 
County, South Chicago, Gary, and Mas- 
silon have been the scene of some unfor- 
tunate attempts to force tractability of 
labor. Even in as large a city as Jersey 
City, the combination of labor control and 
the political machine has served to keep 
the situation well in hand. 

While unskilled labor, then, is almost 
universal, skill, flexibility, or tractability 
in a labor supply is more localized. The 
locational effect of this limited supply will 
depend on its importance to the productive 
process. Labor may vary between 15 per 
cent and 85 per cent of the costs of pro- 
duction: if an industry is at the 15 per 
cent end of the scale, the chances are that 
other locational factors will outweigh 
labor; if it is at the 85 per cent end, all 
other costs will have to be cut by one- 
third to equal a saving in labor costs of 
one-seventeenth. Hoover estimates for 
the shoe industry in general that a saving 
of 10 per cent in the cost of labor would 
pay for hauling the leather an extra 1000 
miles, the shoes an extra 1500 miles, and 
the coal an extra 6000 miles, or for haul- 
ing all three an extra 545 miles. Simi- 
larly, the millinery, garment, cotton, knit 
goods, or confectionery industries have a 
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high percentage of labor cost, while serv- 
ice and distribution activities add almost 
nothing to the product that they handle, 
except labor. 

(3) Power. The term power is used to 
include all forms of energy or heat used 
in production. Power resembles a pro- 
cess material in that it is completely con- 
sumed or exhausted in production, and 
there is a good case for considering it a 
raw or process material rather than a sep- 
arate production factor. 

So far we have discussed the locational 
effect of power in the same terms and in 
the same breath with the locational effect 
of raw materials. There is a difference, 
however. All forms of fuel can be trans- 
formed into heat, horsepower or electri- 
city, so that to a considerable extent (that 
is, barring losses of efficiency in trans- 
formation) any form of power is accep- 
table to industry. Each industry, of 
course, seeks the cheapest form of power 
it can use, taking into account the losses 
in transformation if transformation is 
necessary. The locational effect of this 
power is measured in terms of the loca- 
tional effect of the most completely mobile 
method of producing an _ equivalent 
amount. At the present state of the indus- 
trial arts, this is coal. Oil, gas and hydro- 
electric power may be cheaper, but they 
are not so completely mobile. Wood, peat 
or straw could conceivably produce as 
much heat as coal, but the cost of doing 
so at any given point would exceed the 
cost of doing the same work with coal (or 
its equivalent, coke, which is somewhat 
less transportable). 

The smelting, refining and reduction 
industries mentioned before as being ori- 
ented to their raw materials are also, in 
the main, oriented to power. One of the 
primary reasons for Great Britain’s indus- 
trial superiority was the proximity of 
great deposits of both coal and minerals. 
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One of the basic causes of power politics 
in Europe is the unfortunate accident that 
coal and iron lie on opposite sides of his- 
toric political boundaries. Large amounts 
of power are used chiefly in those basic 
conversion industries that prepare raw 
natural resources for manufacture. 

Power is a locating factor in many oth- 
er industries. It is necessary in all fac- 
tories using large amounts of machinery, 
such as those for cotton and wool tex- 
tiles, knit goods, planing-mills, rolling 
mills, wood products, paper, printing, and 
countless other light industries. 

On the other hand, power very rarely 
influences the choice of a site. The supply 
is rarely so localized that moving a few 
blocks or even a few miles will seriously 
affect the cost. Any point along a rail- 
road line or within the power-net of a 
utility company or on a pipe line will give 
power at virtually uniform cost.* The fur 
garment industry, for instance, locating 
in New York City, need not worry about 
electricity for its sewing machines; the 
shoe factories of Lynn, Peabody and 
Brockton get their coal delivered to the 
factory door at the same price. 


(4) Indirect and Overhead Costs. This 
is a catch-all category of costs, some of 
which have a strong locational pull for 
particular industries. It includes land 
space (or rent), capital (or interest and 
credit terms), waste disposal, deprecia- 
tion, maintenance and repairs, service to 
the industry, wages of management, ad- 
vertising, taxes, and the like. 

There are so many of these costs, and 
their influence on location is so different 


*This broad statement needs modification. Lo- 
cating “anywhere along a railroad line” may mean 
physical access to transportation but railway rates, 
traffic zones and other man-made arrangements do 
make a difference. There are also losses and higher 
costs in electric power transmission as the distance 
from the source increases. For example, aluminum 
plants have located close to the source of power. 
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from industry to industry that exhaustive 
treatment would take too long, but we 
will inspect a few of the more likely ones. 
Rent (or the charge for the use of land) 
may be a site-selection factor but hardly 
a location factor. Interest and credit terms 
tend to be a very small part of production 
costs, but it has been suggested that the 
growth of industry in Texas recently has 
been greatly stimulated by easy credit 
‘terms and low interest there. 

Waste disposal may become a consider- 
able problem. Until recently it has both- 
ered few manufacturers; they dumped 
their sludge into a convenient stream or 
piled up a slag heap behind the plant. 
Where legal restrictions are enforced, 
however, an inconvenient site may cause 
considerable cost. At the correct site, on 
the other hand, solid wastes may be used 
advantageously in the “manufacture” of 
new land. 

Depreciation may vary a little from 
climate to climate but it will have little 
effect on location unless moving means 
that depreciation will have to be charged 
off on two plants at once. Then it is like- 
ly to hold an industry where it is. Main- 
tenance and repairs do not vary much 
from place to place, although injudicious 
site selection (in a river-bottom subject to 
flooding, for example) may result in high- 
er costs than necessary. 

Service to the industry may be a strong 
locating factor, particularly in industries 
using delicate or expensive machinery. 
“Subsidiary industries” servicing a par- 
ent industry very frequently spring up in 
areas where the parent industry is highly 
localized, and they help freeze the pattern. 

Management is a most variable factor 
but one of the smallest in point of cost. 
Advertising does not vary from place to 
place to any appreciable extent, particu- 
larly national advertising, but a poor lo- 
cation, especially that of a service indus- 
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try, may necessitate more advertising 
than would be needed in a good location. 
Taxes have a considerable effect on site 
and location so long as they can be 
evaded. Federal taxes cannot be dodged 
by a change of location, but state and lo- 
cal taxes can. Manufacturers will save 
money here as anywhere else, if they can. 
Local taxes will usually change only the 
site of a plant; state taxes, particularly if 
they are also regulatory or penal, may 
drive a plant to an entirely different area. 

On the other hand, cities and localities 
have used taxes or rather tax concessions 
and exemptions as a bait to attract indus- 
tries. Sometimes a city will even offer a 
free site, build the factory, guarantee to 
control labor, and make other offers to 
bring an industry to the city. Unfortu- 
nately, very often such concessions have 
no permanent placement influence. 


(5) The Market. The market is cer- 
tainly not ubiquitous. Even the market 
for everyday consumers’ goods like meat 
and bread is considerably localized, and 
the market for commodities like yachts 
and skyscrapers is so limited that on oc- 
casions it disappears completely. It goes 
without saying that the market is the be- 
all and the end-all of all industry. Some 
industries, however, are more dependent 
on market location than others, selling or 
selling-cost being a more important fac- 
tor. The locating pull of the market, then, 
will depend on the mobility of the prod- 
uct and on selling-cost differentials based 
on location. 

If the product is mobile, the locational 
pull of market will be proportional to the 
cost of transportation. Referring to Web- 
er’s material index, if the ideal weight of 
the product is greater than the combined 
ideal weights of the raw materials and 
power, there will be a tendency to locate 
at the market. In computing the cost of 
transportation of products, the transfer 
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cost must include not only the actual 
freight rate, but also the total cost of 
crating, shipping, insuring, and the loss 
through physical or style deterioration. 
The production of perishable garden truck 
clings to the market because distant pro- 
ducers must either refrigerate their prod- 
ucts or take a loss on decay in transit. 
This competitive disadvantage can be 
overcome only by savings in other costs 
of production. This holds true, however, 
only within the same growing season. 
During the winter, California, Florida and 
the South in general have no competition 
from fresh northern-grown vegetables. 

Converting a raw material carrying a 
low freight charge into a fragile product 
with high breakage and high freight rates 
gives the productive process a material 
index less than 1 and impels it toward 
the market. Style deterioration has an 
almost absolute locating effect on high- 
fashion industries. The garment and fur 
trades of Manhattan are immediately sen- 
sitive to style changes and must be able 
to deliver their product, not within days, 
but within hours of the date of the order. 
They therefore pay the high rents and 
labor charges of New York City to avoid 
the incalculable loss from style deteriora- 
tion that would result from a location 15 
or 20 hours from the city. Bulk or weight 
added to raw materials will lower the ma- 
terial index and pull a process like baking 
toward the market. These are not abso- 
lute locating effects, of course; the 
strength of the pull will depend on the 
amount of the transfer cost. In many 
cases it will be an orienting factor, in oth- 
ers, merely a locating factor. The market 
will have to pull against other factors 
also; but, in general, industries with a 
bulky, heavy, perishable, or deteriorating 
product will locate as close to the market 
as possible. 
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Certain other industries in which, for 
internal or technical reasons, manufac- 
ture cannot be divorced from distribution 
or sale are also oriented to the market. 
Custom tailoring, made-to-order clothing, 
cabinet making, and photography are ex- 
amples of enterprises in which consumer 
influence plays a dominant part in the 
productive process. The less staple and 
standardized the product or the greater 
the element of style and individual choice, 
the more the customer will want to see 
the product before buying and the more 
the productive process will have to be al- 
tered to fit each customer’s taste. Natu- 
rally, these “made-to-order” products will 
be made as near the market as possible. 
Another class of industry which is lo- 
cated at the market is the service indus- 
tries. Laundries and dry-cleaning plants, 
garages and repairing industries of all 
kinds must locate at the market. There is 
no other attractive force working on them. 

Finally, some economic activities must 
locate at the market irrespective of the 
usual factors of location. Construction 
and installation must take place at the 
ultimate site of the building, the power 
dam, or the railway. Men and materials 
must be transported to the wilderness in 
Canada, to the waste lands of the Grand 
Coulee region, or to Alaska if construc- 
tion is to be carried on there.* 


Decentralization of Industry 


The word decentralization, like loca- 
tion, has more than one meaning. Changes 


*At this point the author introduced a discussion 
of the location of stores and other retail establish- 


ments within cities per se. This section has been 
omitted because it appeared to expand the term 
industry unduly, and the editors did not fee! com- 
petent nor justified to do the necessary editing. One 
sentence we could not delete: “If you are selling a 
better mousetrap, the world may beat a path to your 
door, but if you are selling a pretty ordinary mouse- 
trap, you will do better to locate on an already- 
beaten path.” 





for 
fac- 
tion 
ket. 
ing, 
ex- 
mer 
the 
and 
ater 
vice, 
see 
lore 
 al- 
atu- 
will 
ible. 
lo- 
dus- 
nts, 

all 
e iS 
lem. 
nust 
the 
tion 
the 
wer 
rials 
s in 
-and 
ruc- 


LOCATION OF INDUSTRY 261 


in the placement of industry appear to fall 
into three classes—migration, dispersion, 
and diffusion. 

Migration, I would define as a major 
change in the orientation or location of 
an industry, usually implying that the old 
placement of an entire industry is obso- 
lete. For instance, the glass industry has 
migrated from Cape Cod to its present 
position because it has needed cheap fuel 
and has successively oriented itself to 
wood, coal, and natural gas. 


Dispersion is a change of placement 
based on change in location factors. It 
usually implies that the new locations in- 
crease the number of locations rather than 
replace the old ones. The shoe industry 
has dispersed itself westward as far as 
St. Louis, and cotton textiles have spread 
into the Piedmont. That does not mean 
that both industries will not continue to 
operate in New England; it merely means 
that because of changes in the locational 
effect of some of the factors of production 
it is now economically possible to make 
shoes and weave cotton outside New Eng- 
land as well as inside. 

Diffusion, or a change of site within 
the same location, is what I would con- 
sider true decentralization, but to avoid 
confusion we will use the term diffusion. 
Diffusion is typically an attempt to escape 
the high overheads consequent upon over- 
crowding, the sort of movement described 
by Haig and Creamer. In New York 
City, for example, industry after industry 
that was previously located in downtown 
Manhattan has been forced out to the peri- 
phery by rising rents and taxes and con- 
gestion. Creamer’s statistics seem to 
show that the peak of industrial centrali- 
zation in the United States was reached 
about 1919, and that since then industry 
has been decentralizing, not into the open 
country, but into industrial peripheries of 
urban areas and into so-called “principal 


industrial counties” with no large center. 
If this is true, then the most. important 
decentralization, quantitatively, is diffu- 
sion, which is also most pertinent to the 
problems of urban-rural fringe. 

There are certain industries, of course, 
that will not decentralize, ie. diffuse. 
People who talk about putting every fam- 
ily in America on a three-acre plot with a 
two-car garage and an express highway 
are not talking sense. Mining will never 
be decentralized away from the mines; 
merchandising will never be decentralized 
away from the consumption centers; and 
services cannot serve from a distance. 
Servicing the commerce of the port of 
New York, for example, will never lo- 
cate anywhere but on the New York wa- 
terfront; the Normandie will never dock 
at Topeka and the stevedores’ union will 
never organize a local in Bismarck. 


The Planner’s Approach to 
Industrial Location® 


The list of location factors above is far 
from complete, of course, and under each 
factor I have merely tried to mention a 
few elements that might affect particular 
industries. 

I would like to recommend another ap- 
proach to the problem of industrial loca- 
tion, the approach from the planner’s 
point of view rather than from that of the 
industrialist’s. The industrialist, locating 
a plant, takes a list of location factors and 
checks those that affect his industry. If he 
plans to manufacture ploskriffs, for ex- 
ample, he figures that he needs so many 
tons of ploss from the ploss fields located 
in Utah which can be transported at so 
much per ton; he needs so many tons of 


5 This section was not so well organized nor so 
conclusive as the foregoing parts of the paper. The 
editors felt the need of some condensation and edit- 
ing in order to bring Mr. Helburn’s ideas to a sharp- 
er focus. 
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kriff from the kriff mines in Louisiana 
which can be carried at so much per ton; 
he needs so many kilowatt hours of power 
for every ton of ploss and kriff combined, 
and so many man hours of unskilled labor 
plus so many hours of supervisory labor ; 
he is going to sell his product to the man- 
ufacturers of pottery for packing material. 
Where should he locate? 

The planner is not so much interested 
in the precise location of individual plants 
as he is in the general pattern of land and 
resources used by industries or groups of 
industries. I would like to suggest that 
we try to take groups of industries and 
classify them by the characteristics of the 
productive process. 1 would not venture 
to submit the precise nature of the classi- 
fication, but it should be such as to indi- 
cate whether the industries of each group 
will tend to be concentrated or scattered ; 
whether best located in urban or rural or 
fringe areas; whether they should be near 
markets or raw materials or power, and 
what kinds of markets or raw materials 
or power; whether they will sell in local, 
regional, or national markets; and so on. 

After classification and survey, it would 
be desirable to (a) catalogue the produc- 
tion-characteristics of each industry and 
(b) evaluate the locational pull of cost- 
differentials in each element of produc- 
tion. This information in turn would en- 
able one to say, “The future development 
of this area will tend to be light industry 
for local needs, while that area will be 
devoted to heavy manufacturing for the 
Southern market.” Or, conversely, “This 
industry will be decreasingly influenced by 
transport costs and will spread out gradu- 
ally to get near its market, while that in- 
dustry will stay as near as it can to rail- 
toad sidings in existing urban areas.” 

Dr. Gardiner Means’ recent report on 
Patterns of Resource Use suggests a 
method of predicting the productive needs 


of this country if we return to any given 
level of the national income. Now, if we 
attain a national income of $80 billion, 
says the report, we will need 16 more 
plants to turn out product x, and 3 more 
plants for product y, and 12 more steam- 
ers on the Great Lakes. “Well,” says: the 
planner, “we are going to need 16 more 
plants, and here is a little chart which 
tells me where they should be located. 
I guess I will go around and see the trade 
association and get them to put their in- 
fluence behind locating the mills in the 
right place.” Many chambers of com- 
merce have made serious mistakes in at- 
tracting industries to improper locations, 
with or without concessions and _ subsi- 
dies. The planner’s approach to industrial 
location can furnish a guide to both pub- 
lic officials and private entrepreneurs in 
their attempts to locate industries. 

Finally, and most important from the 
standpoint of urban-rural relations, a 
comprehensive analysis of location factors 
would permit more intelligent discussion 
of industrial decentralization. Without 
any subjective opinion as to whether de- 
centralization is a “good thing,” I feel 
that there is substantial evidence to show 
that many industries could be decentral- 
ized by an intentional alteration in the 
placement pull of certain production fac- 
tors and that this decentralization would 
result in social gain. Overcrowding is 
profitable to nobody except real estate 
owners. The “intentional alteration” of 
the pull of the six factors that determine 
orientation, location and site may result 
in migration, dispersion or diffusion, i.c., 
decentralization. It is within the power 
of the mederal government, the state or 
local governments to change some of these 
factors, whereas they are powerless to 
modify others. 

The location of raw materials, the ag- 
glomerations of people furnishing the 
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market and labor are fixed in space, they 
are immobile and cannot be moved about 
by government edict. However, to over- 
come space is not so much a matter of 
weight, as visualized by Weber, as a mat- 
ter of the cost, speed, time and safety of 
transportation. Should the public regu- 
lating bodies make drastic changes in 
freight rates, we can expect migration and 
dispersion of entire industries. Technol- 
ogy, furnishing new forms of power or 
new forms of transport (for instance, the 
helicopter and other more powerful and 
efficient planes), may transform the eco- 
nomic map without the influence of the 
government. On the other hand, the gov- 
ernment may choose to subsidize or aid 
one form of transportation as' against an- 
other in order to influence the industrial 
pattern. 

To the degree that the government is 
entering the power field, to that extent it 
may exert a direct influence on the loca- 
tion of industries. Changes in labor laws 
may create or wipe out differentials be- 
tween rural and urban areas, or the dif- 
ferentials between regions. States and lo- 
calities are deliberately using taxation to 
induce industries to decentralize or dis- 
perse, as is the case in the New York 
metropolitan area where factories can 
choose among six states and still be with- 
in 100 miles of New York City. 

There is little doubt that industry is 
migrating, dispersing and diffusing all 
the time and will continue to do so with- 
out the blessing of economic or social 
planners. The war has caused industries 


263 


to spring up over the entire United States, 
some in response to the factors of loca- 
tion, others because of the nature of the 
industry and the exigencies of war, still 
others because states wanted a share of 
the war prosperity and got it through 
government action.® All of these locali- 
ties will want to hold what they now have: 
What have planners to offer as principles 
to aid in the postwar public programs of 
industrial location? Do we not need a 
comprehensive analysis of locational be- 
havior and locational patterns, and a phi- 
losophy to guide us in any policies of de- 
centralization, migration and dispersion of 
industries ? 


*For instance, the factors which were taken into 
consideration in placing a certain explosive-manu- 
facturing plant were; orientation in some inland 
state, location on a given soil type, and distance 
from large aggregations of population at a site 
adjacent to an adequate water supply. 
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The Administration of Rural Zoning 
By GEORGE S. WEHRWEIN* 


[‘ is to be expected that any new venture 

such as rural zoning would be imper- 
fect or develop imperfections in the course 
of time, especially when so many counties 
completed the enactment phase in less than 
5 years. There were few precedents for 
the first ordinance adopted in a cutover 
county; urban procedure was an inade- 
quate guide for enacting land use regula- 
tions in the farm-forest fringe where the 
objectives of zoning were comparatively 
simple—the prevention of isolated settle- 
ment and keeping settlers from occupying 
submarginal land. 

In 1938 a study was begun by the Wis- 
consin Experiment Station in cooperation 
with the Bureau of Agricultural Eco- 
nomics to appraise the accomplishments 
of zoning in the 25 northern Wisconsin 
counties. The purpose of the study was 
to discover the strength and weaknesses of 
rural zoning in its social, political and 
economic setting in the cutover region of 
Wisconsin, with the hope of making sug- 
gestions for improvements in the enabling 
act, in the ordinances and in administra- 
tive procedures. A general survey was 
made of all zoned counties and a more de- 
tailed study was made of Langlade and 
Oneida counties and the town of Wash- 
ington in Vilas County. This area was 
selected partly because the three counties 
were the first to zone and therefore had 
the longest experience.’ In general, data 
and figures are for 1940. 


* Professor of Agricultural Economics, University 
of Wisconsin. 

* This article is the last of the series reporting the 
results of this cooperative study. The Bureau was 
represented by Sidney Henderson and Louis Up- 
church. Others assisting in the study include V. 


Rural zoning began when the Wiscon- 
sin legislature amended the county zoning 
enabling act of 1923 by inserting the 
words “agriculture, forestry and recrea- 
tion” in this statute, thereby permitting 
the regulation and control over these three 
non-urban land uses. This was done in 
1929. Two northern Wisconsin counties 
enacted rural zoning ordinances in 1933; 
16 in 1934, 5 in 1935, and one each in 
1937 and 1939. Marathon County en- 
acted its ordinance in 1940 but this coun- 
ty has a composite rural and suburban 
type of zoning and is therefore in a class 
by itself.? 

Since only a few counties remain that 
might want to adopt a rural zoning ordi- 
nance, the period of enactment is practi- 
cally over; therefore, the emphasis in this 
article will be placed on administration. 
It is a comparatively simple matter to en- 
act a county zoning ordinance, even 
though the process is more complicated 
than enacting the ordinary county board 


Webster Johnson, James H. Marshall, Leonard A. 


Salter, Jr., L. G. Sorden and several graduate stu- 
dents at the University of Wisconsin. The author is 
indebted to his colleagues for data and suggestions, 
but assumes responsibility for the opinions expressed 
in this article. 

The other articles in this series are; Philip M. 
Raup, “An Example of Public Land Management: 
Lincoln County, Wisconsin,” Journal of Land & 
Public Utility Economics, May, 1941; George S. 
Wehrwein and Hugh A. Johnson, “Zoning Land for 
Recreation,” ibid., February, 1942; and Sidney 
Henderson and M. L. Upchurch, “Relocation of 
Manpower and Zoning,” ibid., February, 1943. 

*In this paper the term rural zoning will be con- 
fined to zoning for agriculture, forestry and recrea- 
tion. For the other forms of county zoning see 
J. M. Albers, “Progress in County Zoning: Mara- 
thon County, Wisconsin,” Journal of Land & Pub- 
lic Utility Economics, November, 1940. 
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ordinance. It is much more difficult to 
administer a zoning ordinance, not only 
because it is more difficult to enforce a 
law than to pass it, but because of the very 
nature of zoning itself. Rural zoning 
means enforcing land use regulations on 
oneself and one’s neighbors which affect 
the freedom of action of the individual 
and the value of the land and “premises.” 
It involves the vexing problem of dealing 
with non-conforming land uses and pro- 
moting the best use of the restricted areas. 

Rural zoning administration is doubly 
difficult because the ordinances have been 
enacted in the farm-forest transition area 
where counties were enfeebled financially 
by millions of acres of tax delinquent land 
which failed to contribute their share for 
the support of local government. They 
were faced with a growing tax-exempt 
public domain in county, state and federal 
ownership. Although public revenues 
shrank, the costs of public services grew, 
especially when the flight from the city 
added burdens of relief, roads and schools. 
In addition to administering zoning these 
counties now have the problem of han- 
dling tax-reverted lands, public land man- 
agement, exchange of land, resettlement of 
non-conforming users, and changing the 
forms and functions of local government 
to meet the new conditions. Zoning is one 
task which cannot be shifted to other lev- 
els of government. Furthermore, it had 
to be carried out with existing machinery 
and decreased financial support during the 
depression years. Any appraisal of zon- 
ing must take into consideration the com- 
plexity of the land problems of the cut- 
over areas and the governmental mechan- 
ism at the disposal of the county officials 
to carry out land use programs. 

Zoning is a good example of the grow- 
ing duties of county governments—duties 
forced upon them by adjustments in land 
utilization. Much of this article will deal 


with the historical development of changes 
and modifications in existing machinery 
which enabled Wisconsin counties to cope 
with the situation. Any state where zon- 
ing and land use adjustments have to be 
carried out on the farm-forest or farm- 
grazing margins will be faced with the 
same difficulties. 


Administration of County Zoning 


The original Wisconsin enabling act 
merely stated that “the county board shall 
prescribe such rules and regulations as it 
may deem necessary for the enforcement 
of the provisions thereof, and all of the 
ordinances enacted in pursuance thereof 
... Such ordinances shall be enforced by 
appropriate fines and penalties. ... Com- 
pliance with such ordinances may also be 
enforced by injunctional order at the suit 
of such county or the owner or owners of 
such real estate within the district affected 
by such regulations.” (Sec. 4 59.97) 


Thus no additional machinery was pro- 
vided for and the burden of enforcement 
and administration was placed upon the 
county board of supervisors, assisted by 
the other county officers in their regular 
capacities. However, under another stat- 
ute (sub-section 18 of 59:07) county 
boards are empowered to appoint a build- 
ing inspector, “define his duties and fix 
his term of office and compensation” for 
the enforcement “‘of all laws, ordinances, 
rules and regulations enacted pursuant to 
the provisions of section 59:97,” but the 
inspector has no jurisdiction over “lands 
actually used for agriculture,” which lim- 
its the usefulness of this officer in rural 
zoning. The Michigan enabling act of 
1943 provides for a permanent county 
zoning commission composed of 5 mem- 
bers whose chief duty is to assist with the 
enactment of zoning ordinances but they 
also have -been given administrative du- 
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ties, such as preparing the list of non- 
conforming users. This act also makes a 
board of appeals mandatory whereas, un- 
der the Wisconsin laws, a board of ad- 
justment is provided for under a separate 
statute (59.99) and is not mandatory. 
Furthermore, the Michigan enabling act 
provides that “the county board of super- 
visors of any county shall in the ordinance 
... designate the proper official or officials 
whose duty it shall be to enforce the pro- 
visions of such ordinance and provide 
penalties for the violation thereof’ (Sec- 
tion 24).* Coupled with the next section, 
which provides for the special tax for zon- 
ing, the Michigan act exhibits the possi- 
bility of providing both the needed ma- 
chinery and the financial assistance for 
the administration of county zoning ordi- 
nances. 

Administration consists primarily of 
listing and administering non-conforming 
uses (including their discontinuance), 
enforcing the land-use regulations, and 
constantly adjusting zoning to changing 
conditions. 

Administration of Non-Conforming 
Uses. The original enabling act merely 
provides: ‘Such ordinances shall not pro- 
hibit the continuance of the use of any 
building or premises for any trade or in- 
dustry for which such building or prem- 
ises are used at the time such ordinances 
take effect, or the alteration of, or addi- 
tion to, any existing building or structure 
for the purpose of carrying on any pro- 
hibited trade or industry within the dis- 
trict where such buildings or structures 
are located.’’* 


? House Enrolled Act #117, 62d Legislature, Reg- 
ular Session of 1943. This provision was also part 
of the zoning act of 1935. 

“This section reflects the urban heritage of county 
zoning. “Land use” is not mentioned but the words 
“trade” or “industry” no doubt can be interpreted 
to cover agriculture, forestry and recreation. It was 
so interpreted, as far as agriculture is concerned, in 


No other provision was found in the 
original enabling act dealing with the de- 
fining and administration of non-conform- 
ing uses. Additional regulations had to 
be provided by the ordinances of the coun- 
ties. The Milwaukee County ordinance 
added several sections dealing with the 
subject which have been repeated in the 
Oneida County ordinance, and in the oth- 
er Wisconsin rural zoning ordinances. 

Section IV of the Oneida County ordi- 
nance reads: 


“The lawful use of any building, land or 
premises existing at the time of the passage 
of this ordinance, although such use does 
not conform to the provisions hereof, may 
be continued, but if such non-conforming use 
is discontinued, any future use of said build- 
ing, land or premises shall be in conformity 
with the provisions of this ordinance. 

“The lawful use of a building, land or 
premises existing at the time of the passage 
of this ordinance may be continued although 
such does not conform with the provisions 
hereof and such use may be extended 
throughout such building, land or premises. 

“Whenever a use district shall be here- 
after changed, any then existing non-con- 
forming use in such changed district may 
be continued or changed to a use permitted 
in the new use district, provided all other 
regulations governing the new use are com- 
plied with. 

‘Whenever a non-conforming use of a 
building, land or premises has been changed 
for more restricted use or to a conforming 
use, such use shall not thereafter be changed 
to a less restricted use, unless the district in 
which such building, land or premises is 
located is changed to a less restricted use. 

“Nothing in this ordinance shall be con- 
strued as prohibiting forestry and recreation 
in any of the use districts nor a change from 
any other use to forestry and recreation.” 


This section sets a limit to the rights 
of the owner of a non-conforming use by 


Attorney General Wylie’s opinion on the Wisconsin 
zoning act submitted to the Special Legislative Com- 
mittee on Forest Fires and Delinquent Taxes in 
1931. 
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making it illegal to restore a discontinued 
use or change from a more restricted to a 
less restricted use. 


Even though the county board or its 
zoning committee, the sheriff and the dis- 
trict attorney, are ready to administer the 
ordinances and punish violators, no meth- 
od has been prescribed in the enabling act 
or by ordinance for detecting violations. 
Suppose the sheriff found what appeared 
to be a new settler or a new tavern in a 
restricted district, how could he prove 
that the alleged violator had moved in 
after the ordinance was passed or how 
could the land owner prove that he had 
been on the land before the action of the 
county board had created the restricted 
district? Or if the county or an aggrieved 
land owner tried to enforce the ordinance 
by an injunctional order, as is provided 
for under the enabling act, it would be 
difficult for any of the parties to the suit 
to prove the date of occupancy. It is held 
by some that such matters should be set- 
tled by the courts but the courts would 
still be without guiding legislation and 
both the county and the individual land 
owner would remain in constant uncer- 
tainty. 

The problem is less difficult to handle 
in suburban zoning where the county usu- 
ally provides a system of building permits 
and employs a building inspector.> Since 
zoning is not retroactive under the Wis- 
consin enabling act, all that is necessary is 
to prevent new prohibited uses from com- 
ing into a restricted district. A land own- 
er applying for a permit to build a store 
in a residential district may be denied a 
building permit by the officer issuing these 
documents. If the owner fails to get a 





*Milwaukee County adopted a County Building 
Inspection Ordinance July 10, 1928, which provides 
for the appointment of a building inspector whose 
duty it is to enforce the provisions of 59.97, Wis- 
consin statutes and ordinances enacted thereunder. 


permit in the first place or asks for a per- 
mit to build a home and then ‘puts up a 
store instead, such violations can be de- 
tected by the building inspector as part of 
his regular duties.° However, a system of 
permits would be impractical in a sparsely 
settled frontier community and is likely to 
be considered an unreasonable regulation 
in a territory where building is done by 
“rugged individualists’—farmers, trap- 
pers, and cabin owners. In a closely built- 
up section the job of a building inspector 
is likewise simple compared to checking 
on structures dispersed over an entire 
county, many of them scattered and hid- 
den in backwoods areas. Building per- 
mits and inspectors also mean additional 
expense, more officials and extra duties 
for counties which often have a hard time 
paying their present corps of officers and 
maintaining the regular functions of gov- 
ernment. Most important of all, building 
permits would not apply to land uses such 
as agriculture, forestry and recreation; 
they can apply only to structures on the 
land. 

Furthermore, building permits are of 
little assistance in the administration of 
non-conforming uses. It takes continuous 
attention to discover discontinued non- 


*Urban and suburban ordinances (sometimes as 
part of the zoning ordinances) usually also provide 
for “certificates of occupancy and compliance” which 
are issued to the land owner after the building or 
its alteration is completed, showing that he has car- 
ried out the provisions of the ordinances. Failure to 
obtain such a certificate debars the owner from 
using his land or buildings until he has complied 
and the certificate is duly issued. Sections c and d 
of Section XII of the Marathon County ordinance 
require certificates of occupancy and compliance for 
structures in the forestry, residential and commercial 
districts but not in the agricultural district. Building 
permits and certificates are granted by the county 
clerk who keeps a record of all certificates issued by 
his office. The date of the certificate becomes prima 
facie evidence of the date of occupancy which can 
be compared with the date of the zoning ordinance 
and its amendments in order to check on violations 
of the ordinance. 
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conforming uses, to check on the reestab- 
lishment of such uses, and to check on 
shifts from less restricted to a more re- 
stricted use. Even the person who has 
obtained a permit must be watched to see 
that he does not build a store in place of 
the permitted residence or change to a 
commercial use after some years of resi- 
dential use. 

As already noted, counties may appoint 
building inspectors to enforce county zon- 
ing with the proviso that the jurisdiction 
of such inspectors “shall not extend over 
any lands actually used for agricultural 
purposes.” How much the building in- 
spector law helps or hinders rural zoning 
is a puzzle. It does not prohibit the use 
of zoning nor building permits on agri- 
cultural land: It merely limits the activities 
of the only official specifically provided for 
zoning enforcement by the Wisconsin 
statutes. It is doubtful whether he can be 
used to enforce zoning in the forest and 
recreation districts because many of the 
non-conforming uses consist of “land ac: 
tually used for agriculture.” No enforcing 
is called for in the “unrestricted districts” 
which are predominantly in agricultural 
use. Marathon County compromised with 
the provision that in the agricultural dis- 
trict no building shall be erected, existing 
buildings enlarged or moved “unless the 
owner of the premises or his agent shall 
have first notified the county clerk of such 
proposed construction, enlargement or 
moving.” The county clerk merely has 
the duty to inform farmers whether they 
are complying with the ordinance, i.e., 
are not introducing prohibited uses into 
the agricultural district or violating the 
set-back clauses of the ordinance.’ 

In view of the limitations, practical and 
legal, on administrative machinery for the 
enforcement of regulation of the rural 


"See J. M. Albers, op. cit. 
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land uses, Vilas County took an important 
step when it provided in its ordinance: 


“Immediately following publication of 
this ordinance by the county board, the col- 
onization® committee shall prepare a list of 
all instances of established non-conforming 
uses of land and publish the same to permit 
appeal on errors and omissions. Thirty days 
after the publication of this list, a final and 
official copy shall be filed in the office of the 
register of deeds.” 


Publication of the list of non-conform- 
ing users served notice on all land owners 
that land in the restricted district was 
hereafter subject to the regulations of the 
ordinance, except those tracts specified as 
legal non-conforming uses. Those omitted 
had the opportunity to have their lands so 
listed within 30 days after publication. 
After the “final and official copy” had been 
filed in the office of the register of deeds, 
the burden of proof rested with the land 
owner; the county had done its share in 
safeguarding the rights of legal non-con- 
forming users and now it also had a means 
of detecting violators. Anyone not on the 
official list was considered a violator un- 
less proved otherwise. This provision was 
repeated almost verbatim in the Langlade 
County ordinance and in later ordinances.’ 

Although practically all the counties 
had incorporated in their ordinances a 
provision for the listing of non-conform- 
ing uses, it was felt that this matter was 
too important to leave to the discretion 


SIn this county the colonization committee acted 
as the zoning committee. 

° The usual practice of making these lists consisted 
of an interview with each town assessor whose town 
had restricted lands. The assessor went over his 
assessment roll and located for the inquirer all the 
residents of his town located in the zoned areas who 
were non-conforming users at the time the list was 
made. That this method was not absolutely accu- 
rate was to be expected and discrepancies were found 
when the field check was made by the investigators 
making the present study. Oneida County prepared 
such a list after the Amendment to the Wisconsin 
enabling act of 1935 was passed. 
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of the counties. Furthermore, uniformity 
of procedure would be obtained if the 
method were incorporated in the enabling 
act itself. Accordingly, the 1935 legisla- 
ture added subsection 7 to the original 
statute making the listing of non-conform- 
ing uses mandatory and also prescribing 
the method. The amended enabling act 
requires the recording of the “names and 
addresses of the owner or owners of such 
non-conforming use, and of any other oc- 
cupant than the owner, the legal descrip- 
tion or descriptions of the land and the 
nature and extent of land use.” 

The inclusion of the names and ad- 
dresses of occupants other than the own- 
ers was important. Any resident of the 
town who has lived a year or more in the 
town is considered a legal resident wheth- 
er he owns land, rents, or is a squatter. 
One of the uses prohibited in the forestry 
districts, and specifically mentioned in all 
the ordinances, is family dwellings, de- 
fined as “any building designed for and 
occupied by any person or family estab- 
lishing or tending to establish a legal resi- 
dence or acquiring a legal settlement for 
any purpose upon the premises so occu- 
pied.” 

The legal description of the non-con- 
forming use is also important. The sig- 
nificant problem in agricultural non-con- 
forming land uses is not so much the right 
to alter or add to structures, but the right 
to add to the area of cultivated land with- 
in a given farm. Suppose a “non-con- 
forming” farmer owns 160 acres, of 
which 10 acres were cleared at the time 
the ordinance was passed, the remainder 
being forest or cutover land and therefore 
no different from the land use of the for- 
estry district in general. Does the law 
imply that he should or should not be per- 
mitted to clear the entire tract? The intent 
of the law seems to permit the entry of 
the entire description owned by the oper- 


ator as the non-conforming use which 
automatically gives him the right to use 
all of it for agriculture. This is clarified 
in the county ordinances which clearly 
state that “the lawful use of a building, 
land or premise . . . may be extended 
throughout such building, land, or prem- 
ise.” Since all of the land of a given tract 
is a legal non-conforming use, there is 
nothing in the law to prevent the owner 
from selling a 160-acre tract as 40-acre 
farms to four families. It is not so clear 
whether tracts not contiguous to the home 
farm, consisting only of wild or forest 
land, should be listed as non-conforming. 
Counties, however, have the right to use 
discretion in listing any doubtful descrip- 
tions and then await the protest of the 
owner during the period between the date 
of publication and the time the list be- 
comes Official. In such cases not only the 
area of land but the date of occupancy or 
use may be scrutinized by the county 
board or its zoning committee. 

The amended enabling act also requires 
the recording of “the nature and extent 
of land use.” This is mainly for the pur- 
pose of supplying information for other 
land use programs. Most of the counties 
listed the names and addresses of the 
owners, and occupants if other than own- 
ers, the land descriptions, and certain in- 
formation relating to the family, such as 
number of school children, distance to 


‘school, and relief status. Many lists also 


indicate the extent of agricultural opera- 
tions, if any, and the type of road on 
which the land is located. 

The amendment of 1935 also extends 
the time between publication and final ac- 
tion from the 30 days (as required in the 
ordinances ) to 60 days, at which time the 
list is filed with the county clerk and the 
register of deeds. The latter office was 
included so that buyers and sellers of land 
would find a record of non-conforming 
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uses against which they could check land 
contracts, deeds and mortgages. This rec- 
ord “constitutes prima facie evidence of 
the extent and number of non-conforming 
uses existing at the time the ordinance 
became effective.” But even after this the 
board of supervisors has the power to 
correct errors and omissions on its own 
motion or upon the petition of any citi- 
zen.’” In 1938 not all of the counties had 
published their lists of non-conforming 
users although they had prepared such 
lists. Over 2000 users were found on the 
original lists involving 175,000 acres of 
land. This gives some idea of the task of 
administration of non-conforming users. 

During the course of the study, a check 
was made of the non-conforming uses of 
the area subject to intensive survey. The 
investigators drove over all the restricted 
areas to discover non-conforming settlers 
and check these against the official lists. 
It was found that the land descriptions of 
about 60 per cent of the non-conforming 
use tracts existing at the time this survey 
was made, including discontinued tracts, 
checked exactly with the original lists. 
Another 20 per cent checked closely 
enough to be useful for most practical 
purposes. However, about 17 per cent of 
the non-conforming use tracts, which had 
been established prior to the passage of 
the zoning ordinances, were not included 
in the official lists, even though about 
two-thirds of the omitted tracts were ac- 
tually occupied. Most of the original lists 
were prepared without actual inspection 
of the land but had been compiled with 
the aid of local assessors and other offi- 


* The intent of the law is to protect the property 
owners only to the extent of “errors and omissions” ; 
it should not be used as an opening for concessions, 
changes and compromises due to the pressure of 
groups or individuals. The decision of the board of 
supervisors in such matters is final. In this respect 
it has some of the important functions of boards 
of adjustment. 
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cials, which accounts for most of the dis- 
crepancies. 

If the situation in the three counties is 
typical, the number of errors and omis- 
sions is serious enough to make the offi- 
cial lists of non-conforming users doubt- 
ful as prima facie evidence in cases 
involving violations of the zoning ordi- 
nances. It is recommended that the com- 
mittees charged with zoning should now 
recheck the lists with the assessors, make 
a field reconnaissance of the restricted 
districts, ascertain the actual location of 
all non-conforming users—owners, rent- 
ers, squatters—and prepare a new list. 
This work could be delegated to the coun- 
ty agent or the county land manager. Such 
a recheck would also yield valuable infor- 
mation which would suggest amendments 
to the zoning ordinance and changes in 
the boundaries of the districts. Wherever 
changes are made in the boundaries it will 
be important to recheck the list of non- 
conforming users. Legally, this list is sup- 
posed to be as of the date of the enact- 
ment of the ordinance and therefore mak- 
ing a new list 8 to 10 years after the 
enactment would hardly be valid. It has 
been suggested, therefore, that the zoning 
committee prepare a new ordinance, a 
new map embracing all the changes made 
by former amendments and the new 
amendments, a new list of non-conforming 
users as of the date of the new ordinance, 
and then have the county board repeal the 
old ordinance and at the same session re- 
place it with the new one. There is nothing 
in the enabling act requiring town board 
action in connection with repealing a 
county zoning ordinance; the new one 
would, of course, be submitted to all town 
boards whose towns have lands affected 
by the ordinance. As soon as the town 
boards have acted, the new list of non- 
conforming uses should be published im- 
mediately so that within 60 days the cor- 
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rected and official lists could be filed with 
the county clerk and the register of deeds. 


It is interesting that both the Minneso- 
ta and the Michigan enabling acts require 
the preparation of a complete list of non- 
conforming users to be filed in the same 
county offices as in Wisconsin. In Michi- 
gan the county zoning commission is 
charged with the preparation of this list. 


Discontinuance and Reestablishment 
of Non-conforming Uses 


Even though a list of non-conforming 
uses has been made and properly recorded, 
the most difficult part of administration 
still remains. Violations consist not only 
of illegal uses and occupancy coming into 
a restricted district but also of discon- 
tinued uses being reestablished or of a 
change in the status of non-conforming 
uses from a more restricted to a less re- 
stricted use. For example, if a farm is 
abandoned, buildings are unoccupied and 
all agriculture has ceased for at least one 
year, the non-conforming use has legally 
been discontinued and the future use of 
the buildings, land, and premises must be 
in conformity with the provisions of the 
ordinance, i.e., can be used only for the 10 
to 12 permitted uses specified therein. A 
squatter occupying the abandoned house 
for year-long residence, or a neighbor 
using the land for crops with or without 
buying the land, would violate the ordi- 
nance. Such acts would be considered as 
reestablishing a discontinued use. 


It has been suggested that structures be 
removed promptly on all land acquired by 
county, state, or federal governments on 
land in restricted districts. The existence 
of such buildings in a restricted district 
is a constant invitation to squatters and 
others to reoccupy them in violation of 
the ordinances. However, since many of 
these buildings are on land remaining in 
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private ownership, their removal can be 
effected only through public aequisition of 
the land. In the sample area of Oneida, 
Langlade and Vilas Counties it was found 
that 20 of the discontinued non-conform- 
ing use tracts had uninhabited but livable 
buildings. In some cases non-conforming 
users were occupying abandoned school- 
houses; since these are public buildings, 
there should be little difficulty in keeping 
out squatters or removing the structures 
themselves. As long as the buildings re- 
main, whether on public or privately- 
owned land, their occupancy must be 
closely guarded so that they do not be- 
come year-long residences." 

“Whenever a non-conforming use... 
has been changed for a more restricted 
use, or to a conforming use, such use shall 
not thereafter be changed to a less re- 
stricted use” has less application in rural 
zoning than in urban or suburban zoning 
where gradations in uses often occur, such 
as A, B, and C residential districts. How- 
ever, if a non-conforming farmer stops 
using his land for crops and changes his 
establishment into a resort in a recrea- 
tional district, he has changed the use of 
the land to a conforming use even though 
he lives on the land the entire year. Once 
he has made this change he cannot legally 
return to farming. It would appear that 
this would also apply to a change from 
year-long seasonal residence in a forestry 
district. Such shifts in land use were ob- 
served in the study made in Langlade, 
Oneida and Vilas Counties and will be 
discussed later, together with the problems 
of administration. 


* This recommendation was also made in Circular 
281 in 1936, p. 29-30. Here their danger as a fire 
hazard and a menace to health was pointed out. On 
the second point, see W. A. Rowlands, “Rural Zon- 
ing: Its Influence on Public Health and Schools,” 
Special Circular, Extension Service of the College of 
Agriculture, University of Wisconsin, July, 1936 
(Mimeographed). 
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The original enabling act did not go be- 
yond giving the county board of super- 
visors the power to enforce the zoning act 
and ordinances enacted thereunder. The 
county has, of course, the usual county 
law-enforcing officers whose duty it is to 
enforce all laws and ordinances. Never- 
theless, ‘“‘what is everybody’s business is 
nobody’s business.” County beards in 
Wisconsin are large and sometimes cum- 
bersome so they delegate duties and pow- 
ers to committees. This helps but does 
not solve the problem of zoning adminis- 
tration. Someone has to check settlers and 
uses against the list of non-conforming 
users, not only once but as a continuing 
task. Only those counties with a building 
inspector, or a similar official adequately 
supported, or who have an officer dele- 
gated by the board, as contemplated in the 
Michigan law, have the specific machinery 
for detecting violations of zoning ordi- 
nances. 

Enforcement of zoning ordinances may 
also be carried out by private action since 
both the enabling act and the ordinances 
say that ‘compliance with such ordinances 
may also be enforced by injunctional or- 
der at the suit of such county or the owner 
or owners of real estate within the district 
affected by such regulations.” Action by 
private individuals can be relied upon to 
be a rather effective means of enforcement 
in suburban and city zoning, where viola- 
tions usually have an immediate effect on 
the character of the neighborhood and the 
level of property values. Neighbors are 
speedily aware of the introduction of in- 
compatible uses and generally watch dis- 
continuances, changes of status and viola- 
tions of non-conforming uses with an 
eagle eye. 

Rural zoning, however, is less a matter 
of private than of public interest since it 
involves primarily public costs and is 
closely associated with other public land 
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programs. It is true that certain uses in 
a recreational district may seriously affect 
the character and amenities of the area 
and therefore property values, but unless 
recreational districts are more highly de- 
veloped than they are now, the private as- 
pects of zoning will not be as important 
as the public aspects, even in recreational 
districts. Therefore, it is not wise to put 
any reliance on enforcement of rural zon- 
ing by private injunctions and court ac- 
tion brought by private individuals. 
Administration of Discontinuance. Since 
the original enabling act made no provi- 
sion for zoning enforcement machinery, 
the act was amended in 1935 to correct 
this omission. Keeping in mind the north- 
ern Wisconsin counties, it was decided 
that existing officers or offices should be 
made responsible for zoning administra- 
tion without creating new positions or 
placing extra financial burdens on the 
towns and counties of the forested area. 
Because the town assessor is charged with 
the duty of making an annual visit to all 
properties to be assessed in his jurisdic- 
tion and usually knows every resident 
within his assessment area, it was believed 
that he could most conveniently check on 
zoning violations. He automatically be- 
comes aware of any newcomers in his 
town and cannot help but notice aban- 
doned and changed land uses as part of 
his usual duties.’* Accordingly, the en- 
abling act was amended to provide: (1) 
The county clerk is to furnish a list of 
non-conforming users to each town asses- 
sor as soon as the official list is completed. 


“In Wisconsin assessment of property is done by 
town (township), village and city assessors. The 
assessor is expected to begin to assess all real and 
personal property as soon as practicable after the 
April election and complete his work before the 
meeting of the board of review scheduled for the 
last Monday in August. Property is assessed as of 
the first of May, however. (Sections 70:10 and 
70:46) 
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(2) After the assessment of the following 
year and every annual assessment there- 
after, the assessor is to file a written re- 
port, certified by the board of review, of 
all non-conforming uses which have been 
discontinued between assessment periods. 
This report is to be made to the county 
clerk and the register of deeds, who are to 
make a record of the discontinued uses re- 
ported to them by the assessors. The law 
specifically states that this procedure shall 
not apply to those counties issuing build- 
ing permits or that have instituted other 
devices for enforcing zoning ordinances 
and for checking non-conforming uses. 
This leaves the counties free to experiment 
with other devices under the broad pow- 
ers given to the board of supervisors 
in Section 4 of the enabling act. 


One of the purposes of the study of 
zoning administration was to find out how 
successful the amendments of 1935 had 
been in providing adequate machinery for 
zoning enforcement. The results of the 
study indicate that there is considerable 
room for improvement. In only two coun- 
ties had lists of non-conforming users been 
sent to the assessors and the assessors 
made reports on discontinuances at the 
time the study was made. In none of the 
counties had regular annual reports been 
made. No systematic procedure for re- 
porting discontinuances had been followed 
in any county. This appears rather dis- 
couraging. To be effective all of these 
things should have been done immediately 
after the ordinances were passed. Who 
or what is at fault? The failure to send 
out the lists of non-conforming users rests 
with the county clerk. However, a new 
clerk may have been elected shortly after 
the ordinance was passed who was unin- 
formed about the law. Assessors are 
elected for only one year and this new 
duty is not found in the section of the 
statutes dealing with their work as as- 
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sessors. The failure no doubt is due both 
to ignorance of the job as well as to indo- 
lence or neglect of duty. 

This experience indicates that imper- 
fections in zoning administration may be 
due to two causes. It may be that existing 
legal machinery was inadequate and not 
adapted to local conditions, or that the 
administrators were lax and indifferent in 
carrying out the laws of the state or the 
ordinances of the county. If the second 
cause seems to be the chief reason, it is im- 
portant not to reach premature conclu- 
sions because the enabling act and the 
ordinances may not have met the social, 
economic and legal situations of the area. 
The whole matter of reporting and admin- 
istration should therefore be explored to 
see whether other officers might not be re- 
quired to report violations either in addi- 
tion to the assessor or in his place. For 
instance, the highway patrolmen go over 
the roads frequently and cannot help see- 
ing new settlers along their routes. Some 
of the northern counties already have 
some employee designated to administer 
county forest crop land. Usually this em- 
ployee, or some other individual, has the 
duty of handling county land other than 
that entered under the forest crop law. 
The men in these positions are well ac- 
quainted with the land in their counties 
and the problems of its use. In line with 
their regular duties they periodically trav- 
el over much of their county and could 
check on violations of the ordinances and 
discontinuances of non-conforming uses 
without much additional cost. With such 
an official the zoning committee and coun- 
ty board could keep themselves better in- 
formed regarding zoning and its relation 
to other land problems, and consequently 
could administer zoning more effectively. 
A few counties are informally following 
this procedure but, to make the reporting 
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most effective, it should be made a definite 
part of the duties of these officials.”* 

The fact that the mechanism for report- 
ing non-conforming users has not worked 
perfectly, however, does not mean that no 
abatement or discontinuance of such land 
uses and no enforcement has taken place. 
County agents, men hired to check timber 
trespass or who in other ways deal with 
county land, and other county officials 
have reported discontinuances or viola- 
tions of the ordinances. In other cases 
these officials have actively promoted the 
exchange of land, the purchase of non- 
conforming use tracts, the resettlement of 
isolated settlers, or the change of the 
boundaries of districts and thereby re- 
duced the number of non-conforming 
users. As reported in a previous article, 
in Oneida, Langlade and the part of Vilas 
County under the special study of 1938, 
94 or 21% of 452 original non-conform- 
ing users had been discontinued. The fed- 
eral government had purchased 18 of 
these tracts, 12 had been discontinued by 
county action but 64 by private action. 
About half of the 64 had been completely 
abandoned as far as residence or agricul- 
tural operations were concerned and the 
others had been changed from a non-con- 
forming to a legal use by being used for 
summer homes, seasonal resorts, hunting 
cabins, or part-time residences.** Accord- 
ing to another source, in 21 zoned coun- 
ties 429, or 19.8% of the original 2,164 
non-conforming users, had lost their 
status.”® 


* See Philip M. Raup, op. cit. 

Henderson and Upchurch, “Relocation of Man- 
power and Zoning,” op. cit., p. 4-5. 

*W. A. Rowlands, “Zoning Meetings Well At- 
tended,” Wisconsin Counties, Oct. 1941, p. 14. “Out 
of the 2,164 non-conforming users . . . already 259 
have been purchased by the Federal Government. 
108 have been purchased by the county and 288 
have been removed by subsequent changes in the 
zoning ordinances [changes in boundaries of dis- 
tricts], 62 have been discontinued by non-use. There 
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Discontinuance of “Agricultural Use.” 
One of the problems raised by rural zon- 
ing for which there is no precedent in 
urban zoning is the discontinuance of the 
agricultural use of land. In the case of the 
64 non-conforming tracts reported dis- 
continued by private action, the definition 
of the term discontinued was purely arbi- 
trary; it is not defined in the enabling act 
nor in any county ordinances. In report- 
ing discontinuance, only those cases were 
considered where the land or premise had 
not been used for year-long residence or 
for farming for at least a year. The lack 
of a precise definition as a guide places 
unusual responsibility on the assessor and 
other officials. 

There are many stages of abandonment 
or discontinuance of a farm. For example, 
the investigators found that all agricul- 
tural use had ceased on 13 non-conform- 
ing tracts but the “operator” was still liv- 
ing on the place. On 33 tracts, occupancy 
had ceased but some farming was still 
going on, i., 15 tracts were being 
cropped but on 18 only hay was har- 
vested. On 40 tracts the family still lived 
in the house but the land was used for 
nothing but hay. Since hay is frequently 
cut long after other agriculture and even 
occupancy has ceased, it is difficult to de- 
termine when haying ceases as an agri- 
cultural operation and becomes the “har- 
vesting of wild hay,” a permitted use un- 
der practically all county ordinances. Some 
county officials have considered a non- 
conforming use to have ceased when occu- 
pancy and cultivated farming are both dis- 
continued and have notified owners that 
future occupancy will not be permitted. 
The burden of proof is thus shifted to the 
land owner if he wishes to reestablish the 


are some 649 isolated settlers in zoned counties for 
whom a purchase program is recommended by coun- 
ty zoning committees.” 
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use of the land for any but the uses per- 
mitted in a forestry district. 

It is not an easy matter to determine 
when an urban use has been discontinued 
or its status changed to a less restricted 
use and courts have handed down some 
weird decisions because legislation was 
inadequate or confusing.’* The case is 
even more difficult for agricultural dis- 
continuance under the Wisconsin law be- 
cause both the use of the land and occu- 
pancy of the house on the farm are in- 
volved. When is a farm ‘abandoned’? 
Studies in land utilization show that this 
is a gradual process, a slow conversion of 
arable land into grass and woodland often 
taking decades in the older parts of the 
United States such as New England and 
New York State.’7 The same process is 
in operation in the cutover areas and may 
or may not be accompanied by the aban- 
donment of the dwelling or by tax delin- 
quency. 

Farm abandonment takes place in terms 
of property relationships, of residential 
occupancy, and land uses in progressive 
steps which usually overlap. They may be 
set down as follows: (1) The owner no 
longer lives on the place or does so only 
temporarily. (2) The residence may no 
longer be occupied but the farm kept in 
full cultivation in absentia or by being 
tented by a neighbor. In some cases no 
rent or only nominal rent is paid. (3) 
Condition (2) but the land is no longer 
used for cultivated crops—merely for hay 
—by either the owner or some neighbor, 
with or without rent being paid. (4) Only 
wild or spontaneous hay grown but har- 
vested under same conditions as (3). (5) 


* Alfred Bettman, “A Backward Step in Zoning,” 
Journal of Land & Public Utility Economics, No- 
vember, 1940, p. 455-457. 

"C. F. Clayton and L. J. Peet, Land Utilization 
as a Basis of Rural Economic Organization. Ver- 
mont Agric. Exp. Station Bulletin 357 (June 1933), 
pp. 31-33. i 
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No crops or hay harvested in any form— 
only grazing by the owner. or renter, 
with or without rent. [Farms in the last 
three stages usually begin to show definite 
encroachment of woodland; in fact, tree 
growth may start on the uncultivated 
areas and pastures from the very begin- 
ning of abandonment. A counterpart to 
all these stages is the progressive depreci- 
ation of the buildings, fences, and other 
improvements on the land.] (6) All vis- 
ible forms of agricultural land use have 
ceased. Any of the above stages of agri- 
cultural abandonment may precede the 
abandonment of the residence or, as fre- 
quently happens, the place may be occu- 
pied intermittently by squatters and others 
while the agricultural use progressively 
declines. Somewhere in this progression 
the land may also “go tax delinquent.” 
Since non-conformity is based on both 
land use and occupancy, “discontinuance” 
must be considered in terms of both. As 
the study of non-conforming uses shows, 
out of 358 existing non-conforming uses 
in Oneida, Langlade and part of Vilas 
Counties, 303 were occupied and 55 were 
without a residence, and agricultural op- 
erations were of surprisingly small im- 
portance—about half having no crops at 
all and the others often having very small 
acreages. A high proportion of the non- 
conforming users made their living in 
whole or in part from non-farm sources 
and the land was used more or less as a 
piace of residence. Forty-two per cent had 
no apparent income from land at all. This 
indicates that too much emphasis has been 
placed on the use of the land and not 
enough on residential occupancy—both 
farm and non-farm occupancy. 
Residence and Not Land Use as the 
Basis for Discontinuance. Since the issue 
is confused by the dual nature of farming 
(land use and the home), it has been pro- 
posed that residence only be considered. 
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Furthermore, since the primary objective 
of zoning is the control of the distribution 
of population in the interests of economy 
of government, the enabling act and the 
ordinances might well be stated in terms 
of residence. It would simplify adminis- 
tration in several ways. The assessor, 
building inspector or any other officer 
charged with checking on discontinuance 
would place farm residences in the same 
class with all other residences, whether 
connected with a store, filling station, tav- 
ern, or any other “land use.”” Two years 
of complete non-occupancy might consti- 
tute a reasonable period in rural areas for 
a use to be considered discontinued. If this 
were made a part of the zoning ordinance, 
the owner or occupier of a farm residence 
or non-farm residence would then know 
exactly what to expect. It is argued that 
stating the restrictions in terms of resi- 
dence will also prevent a non-conforming 
land owner of 160 acres on which he re- 
sides from dividing the tract into 40-acre 
farms and bringing three additional fami- 
lies into a restricted area. Owners of va- 
cant land could not use the land for dwell- 
ings of any sort, whether in connection 
with farms, stores, or taverns. Tests of 
submarginality of the land for agriculture 
would not be involved in setting up a re- 
stricted district and the fear of “stigma- 
tizing land” by putting it in a forestry 
district would be eliminated.** 
Nevertheless, there are cases where 
regulations should be stated in terms of 
land use and, in some instances, must be 
so stated. Keeping settlers out of sub- 
marginal land has made a strong appeal 
to local people and to friends of rural 
zoning in general. While this can be ac- 
complished largely by prohibiting resi- 
dences, there is some value in stating the 


**See Musbach and Williams, “Rural Zoning in 
Minnesota,” Journal of Land & Public Utility Eco- 
nomics, February, 1940, p. 108. 
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1egulations directly in terms of land use. 
In the recreational districts the control 
through restriction of residences is frank- 
ly relinquished in favor of direct land use 
control; year-long residence is permitted 
while the use of land for agriculture is 
emphatically prohibited. Minnesota faced 
the same problem and in Koochiching 
County a “limited district” was set up to . 
protect recreational areas against ‘“‘com- 
mercial agriculture.” In this limited dis- 
trict ‘no land in excess of one acre shall 
be used by any person or family for the 
production of field or truck crops, live- 
stock or livestock products.’ This will 
deny the land owner the use of land 
for farming but permits a garden in con- 
nection with residences, resorts, and sum- 
mer homes.’® 

The dual nature of the several land uses 
in the cutovers has led to the suggestion 
that occupancy and agriculture be defined 
as two separate non-conforming uses. 
While the reasonableness of such a pro- 
cedure would need to be tested in the 
courts, it appears that the counties might 
write such a definition into their ordi- 
nances and thereafter prevent the occupa- 
tion of any tract unless such occupancy 
had been established prior to zoning. Sim- 
ilarly, reoccupation of a tract could be 
prevented where the residence has been 
discontinued but agriculture continued. 
The defining of agriculture and residence 
as separate uses probably would also allow 
the counties to prevent the establishment 
of new year-round residences on tracts 
already carrying non-conforming year- 
round occupancy.”° 

That this does not solve the problems 
of administration is granted; in fact, it 
will raise new problems! Under the pres- 


® Ibid. 

* Memorandum of Martin G. White, Solicitor, 
U. S. D. A., to H. R. Tolley, Chief, Bureau of Agrti- 
cultural Economics, May 15, 1941. 
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ent arrangement tracts which are being 
cultivated are listed as non-conforming 
but the owner lives in a nearby city and 
does his farming ‘in absentia.” But if 
residence is made the sole test of non-con- 
formity, this tract will not be listed as a 
non-conforming use; neither will its use 
for agriculture be a violation of the ordi- 
nance, since prohibition would not be 
stated in terms of agriculture, forestry or 
recreation. Thé absentee owner can farm 
all the land he wants; but the minute he 
builds a house on his farm and moves his 
family there he violates an ordinance pro- 
hibiting residences in the restricted dis- 
trict. This is presumably in line with the 
intent of zoning as carried out in the cut- 
over area. While he lives in the city, no 
public costs for roads, schools, etc. are 
involved for the town in which his land 
is located; but as soon as he moves to his 
farm, these costs may emerge immediate- 
ly. But does it appear reasonable to pre- 
vent a man from moving to a farm which 
he has cultivated for a long time and from 
which the town has received taxes for 
years? Certainly local sentiment will 
hardly look with favor on such a regula- 
tion. 

Period of Discontinuance. After having 
decided whether discontinuance should be 
based upon the cessation of the use, or of 
residential occupancy, or both, the period 
of discontinuance still remains to be set- 
tled. The intent of the Wisconsin law is 
that a full year of discontinuance is neces- 
sary before the use is considered to be 
legally abandoned. Minnesota allows two 
full years and some students of zoning 
have suggested that five years should be 
the minimum period, together with notice 
to the owner or his agent of the action 
contemplated. It was even suggested that 
no time be set by law or in the ordinances, 
but that the courts should decide every 
case on its own merits. It is argued that 
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the length of time for “discontinuance” 
might well differ with every land use and 
that the courts should decide the reason- 
able period for each case. 

However, loose and hazy legislation 
makes effective administration difficult, if 
not impossible. Neither the officials nor 
the land occupiers “know where they 
stand” ; besides the land occupier does not 
relish the idea of having to go to court to 
protect his rights. There is much confu- 
sion even now with a more or less definite 
time implied in the law. “I was told,” 
said one farmer at a hearing to reconsider 
a zoning ordinance, “that if I went to 
California to see my relatives and left my 
farm for only one month I would lose my 
land.” 

Enough has been said to indicate that 
clarification is necessary to assist officials 
in their duties and give the land owner 
an understanding of his legal relationship 
to the land in the restricted districts. It 
is clearly within the power of the county 
boards to prescribe such rules and regu- 
lations. 

Date of Occupancy and Use. Another 
unsettled problem is that of establishing 
the date of occupancy of a non-conform- 
ing use. This is important in making up 
the list of non-conforming users and in 
defending the legality of such a use. The 
date of occupancy may be judged by legal, 
residential and land use standards. 

The process of acquiring land may be 
as gradual as the process of abandoning 
it. The settler often buys a farm on a 
land contract, the deed is issued a few 
years later, and the mortgage retired still 
later. Each represents a stage in estab- 
lishing ownership; one or more of these 
steps might have been taken before the 
ordinance was passed, the others after it 
was enacted. However, acquiring owner- 
ship per se is no criterion of the legal or 
illegal “use” of land; all privately-owned 
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land in a restricted district is owned by 
“someone”—lumber companies, railways 
or individuals. Not until they use the 
land for a prohibited purpose will they 
violate a rural zoning ordinance. 

It is not easy to establish the date 
of occupancy through “residence.” The 
building of a house on the land does not 
constitute a violation since the owner may 
use it only during the summer. In an 
actual case the owner built a house in a 
restricted district, lived in it alone for a 
while, then the family joined him during 
the summer, and finally he made it into a 
year-long residence. At what stage did 
he violate the ordinance? Even if per- 
mits are issued, the owner would have no 
difficulty in getting one for a trailer or 
seasonal occupancy in a house. Later he 
might convert the-trailer or the house 
into a year-long dwelling. 

Agricultural use may begin with a little 
clearing, raising a few potatoes, grazing 
some animals or harvesting hay, and end 
up with a full-fledged farm, with or with- 
out a legal residence being established. 
At what stage in this gradual process of 
farm-making is the ordinance violated ? 

Since clearing of land is an act not con- 
nected with forestry or recreation but dis- 
tinctly a step toward an agricultural use, 
it has been suggested that clearing more 
than half an acre in a restricted district 
might well be considered a violation of 
the ordinance unless the owner can show 
that land-clearing was a necessary part of 
a permitted use, as for instance, a resort 
or flowage area. This would apply wheth- 
er the occupier lived on the tract or not. 

The ordinance might also be considered 
as having been violated if the residence is 
occupied after November 1, or some other 
specified date, by an individual or a fam- 
ily. Exceptions could be handled by a 
board of adjustment. Exception might be 
‘granted to an unmarried trapper or bache- 


lor caretaker at a resort with the under- 
standing that roads need not be plowed 
out for him and other public services be 
reduced to a minimum. In other words, 
‘Travel at your own risk!” To be effect- 
ive, this would require a field check on all 
non-conforming users in the restricted 
districts every fall after November 1; but 
most of the illegal users could be detected 
earlier by their sending children to school, 
asking for transportation, or demanding 
other services. 

It is thus intended to use two criteria 
of violation. The land owner or occupier 
is not to be disturbed until he has cleared 
beyond the minimum area of land for ag- 
riculture nor is anything to be done if he 
erects a dwelling or occupies an old one 
only during the summer. However, occu- 
pancy after November 1, or any other 
date in the fall after schools have started, 
might be considered prima facie evidence 
that the occupier intends to use the prem- 
ises for year-long residence and therefore 
is a violator. 


Action Against Violators 


Assuming that the assessor and the oth- 
er officers charged with reporting viola- 
tions, discontinuances and changes in 
status of non-conforming uses have done 
their duty, the job of enforcement is not 
yet completed. The last step will be for 
the committee of the county board to take 
action against violators or instruct the 
sheriff and district attorney to proceed 
with injunctional orders or “direct ac- 
tion.” Of course, these officers have full 
power to proceed on their own initiative. 

The enforcement of zoning ordinances 
is no slight matter. The Vilas County 
ordinance says: 


“The provisions of this ordinance shall be 
enforced by and under the direction of the 
county board of supervisors. Any person, 
firm, company, or corporation who violates, 
disobeys, omits, neglects or refuses to com- 
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ply with or who resists the enforcement of 
any of the provisions of this ordinance shall 
be subject to a fine of not less than ten 
($10.00) dollars nor more than two hun- 
dred ($200.00) dollars, together with the 
costs of action, and in default of payment 
thereof, to imprisonment in the county jail 
for a period of not less than one (1) day 
nor more than six (6) months, or until 
such fine and costs be paid. Compliance 
therewith may be enforced by injunctional 
order at the suit of the county or the owner 
or owners of land within the district af- 
fected by the regulations of this ordinance.” 


This provision has been repeated in all 
the other northern county ordinances and 
indicates the strictness with which zoning 
violation may be punished. 

In judging the effectiveness of the en- 
forcement of zoning administration it 
should be remembered that the officials in 
northern Wisconsin have used both for- 
mal and informal methods. In fact, only 
two cases are on record where court ac- 
tion has been used to enforce county zon- 
ing, one in Dane and the other in Bay- 
field County.?? In the latter case strictly 
rural zoning was involved and the muni- 
cipal court decided in favor of the county. 
In many instances the county agent, a 
town chairman, or other official has ad- 
vised or warned a prospective settler not 
to move into a forestry or recreation dis- 
trict. In Lincoln County roadside signs 
point out the boundaries of forestry dis- 
tricts and warn the settler that the area is 
closed to agriculture. Still other settlers 
have been directed toward the unrestricted 
areas by the advertising of railways.” In 


"Manual for Rural Zoning Administration in 
Northern Wisconsin Zoned Counties. Prepared joint- 
ly by the staffs of the College of Agriculture, Uni- 
versity of Wisconsin, Wisconsin Conservation De- 
partment and Wisconsin State Planning Board. Sep- 
tember, 1941, (Mimeographed) pp. 61-66. 

*An example of this is the folder issued by the 
Chicago, Milwaukee and St. Paul Railroad, “An In- 
vitation: Make Your Farm Home in Upper Wiscon- 
sin and Michigan.” 


numerous but unrecorded instances, the 
informal ways of enforcement have pre-. 
vented undesirable land uses and scattered 
settlements. In other cases the threat of 
using the courts or enforcement officers. 
has been sufficient to cause a violator or, 
prospective violator to desist from going 
any farther in starting a prohibited land 
use. ' 
On the whole, there is a reluctance on, 
the part of local officials and neighbors to 
use courts, fines and penalties to enforce 
county ordinances. Therefore, it has been 
suggested that the simplest way to prevent 
the costs of isolation would be to withhold: 
the costly services demanded or made nec- 
essary by the modern Daniel Boones. As 
a matter of fact, many local officials have 
warned prospective settlers that school 
and road services would not be provided 
in the restricted districts. Such warnings 
have constituted one of the important 
means of preventing zoning violations. 
Even though such threats have been 
used to warn prospective violators and 
have been effective, they are extra-legal 
and perhaps illegal. How far the officials 
can go in making good their threats is 
questionable. Certainly, school services 
cannot be denied to the children and it is 
doubtful whether other public services can 
be withheld, although other statutes may 
be used to regulate the pattern of settle- 
ment by indirect methods. For instance, 
the laying out of roads is a function of the 
towns and the counties. It is no longer 
necessary, as it once was (or so inter- 
preted), to provide a road for the settler 
and this discretionary power was used 
even before zoning ordinances were en- 
acted. “Everything must be reasonable,” 
said one county highway official and to 
build several miles of road for one set- 
tler he deemed “unreasonable.” However, 


this “power” may be used with or with- 
- out zoning and is a roundabout way of 
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accomplishing what zoning might accom- 
plish directly.” 

Another suggestion for indirect en- 
forcement relates to the legal residence 
which is ordinarily acquired on one year’s 
residence in a town, village, or city after 
which the particular local unit of govern- 
ment becomes responsible for the welfare 
of the family thus “legally settled.’ Since 
the ordinances prohibit “family dwell- 
ings” in forestry districts (and “family 
dwellings” are carefully defined as “any 
building designed for and occupied by any 
person or family establishing or tending 
to establish a legal residence or acquiring 
a legal settlement for any purpose upon 
the premise so occupied”), it is argued 
that anyone establishing a home in a re- 
stricted district does so illegally and there- 
fore cannot acquire a legal residence. Ipso 
facto, the town has no responsibility to- 
ward such a family. Why use an injunc- 
tion or send the sheriff to enforce an ordi- 
nance when the violator can be induced or 
coerced to leave because he cannot get a 
road, or transportation for his children or, 
most important of all to him, he may be 
denied relief? 

How effective this method would be is 
doubtful. Perhaps relief is the only public 
service which could legally be withheld if 
the courts decided that the town had no 
responsibility toward a zoning ordinance 
violator. All this would do would be to 
shift the relief burden to the county.” 


* Perhaps the power. of the counties is far greater 
than we have suspected under the zoning enabling 
act. The county board may not only “regulate, 
restrict, and determine” land uses, but may “regu- 
late, restrict and determine . . . the location of roads, 


schools, trades and industries . . . [and] the density 
and distribution of population.” These are far- 
reaching powers when applied in rural areas. The 
amendments in 1935 also gave counties the right to 
control land uses and structures along “natural water 
courses, channels, streams and creeks” which may be 
used in rural! as well as in suburban zoning. 

* Relief is by law specified as the function of the 
town, village or city; for persons not having a legal 


Still other programs are being corre- 
lated with zoning and assist in its admin- 
istration. Policies adopted by the Federal 
Land Bank and the Farm Security Ad- 
ministration in 1940 illustrate this rela- 
tionship. The Federal Land Bank has 
agreed to withhold from the open market 
for a period of one year lands that are 
submarginal for agriculture and located in 
the restricted districts or otherwise desig- 
nated as non-agricultural land. During 
this period of one year, public agencies are 
given an opportunity to purchase these 
submarginal lands so that they may be 
permanently retired from agriculture. The 
Farm Security Administration has adopt- 
ed a policy of withholding assistance to 
any family living within the restricted dis- 
tricts if such assistance would tend to es- 
tablish the family more firmly on the land. 
Along with this policy, through grants 
and loans, this agency encourages families 
to settle in the unrestricted districts where 
they will be closer to schools and markets 
and where their chances for successful 
farming are greater.” 

It should also be emphasized that zon- 
ing is more than prevention of isolated 
settlement with its excessive costs of pub- 
lic services, and prevention of settlement 
on submarginal land. With the high turn- 
over of occupancy in the cutover area, 
zoning administration has eliminated non- 
conforming users and prevented the re- 
sumption of discontinued uses which have 
had positive benefits in reducing public 
costs and removing people from substand- 
ard land. 


Violation of the Zoning Ordinances 


In spite of efforts to prevent settlement 
in the forest districts and agriculture in 
the recreational districts, some settlement 


residence the costs of relief are charged against the 


county. (Section 49) 
25 Rural Zoning Manual for Wisconsin, pp. 24-30. 





mo 
of 

offi 
stri 
ari¢ 
valt 
cau 
thei 
was 
\ 
sist 
er. 
con 
the 
velc 
had 
onl) 
lish 
hav 
mer 
thes 
selli 
or ¢ 
vant 
min 
quir 
tion 
of z 
A 
lator 
ploy 
prio 


rre- 
nin- 
eral 
Ad- 
ela- 
has 
rket 
are 
d in 
Sig- 
ring 
are 
hese 
r be 
The 
opt- 
e to 
dis- 
) eS- 
and. 
ants 
‘ilies 
here 
‘kets 
ssful 


zon- 
ated 
pub- 
nent 
urn- 
urea, 
non- 
» re- 
have 
ublic 
and- 


THE ADMINISTRATION OF RURAL ZONING 281 


has occurred in violation of the zoning 
ordinances. In the restricted districts of 
Oneida and Langlade Counties and the 
town of Washington in Vilas County, 42 
tracts were found by a field check to be 
occupied in violation of ordinances in 
comparison with 305 legally occupied 
non-conforming use tracts. In addition, 
one tract was found to be illegally used 
but not occupied. All but one of these 
violations occurred in forest districts. 
There was no apparent concentration of 
these violations in any particular area in- 
asmuch as 16 of the 27 towns had one or 
more. Since the study was started, some 
of the violators have been removed by 
official action or removed from the re- 
stricted districts by changes in the bound- 
aries of the districts. The data are of 
value in future zoning administration be- 
cause they indicate who the violators are, 
their background, and why the violation 
was permitted. 


Most of these illegally-used tracts con- 
sisted of new settlement on raw land rath- 
er than reoccupation of previously dis- 
continued non-conforming use tracts. Of 
the 43 violations, 33 occurred on unde- 
veloped land and 10 occurred on land that 
had been used previously. Of these 10, 
only 4 had at any time been legally estab- 
lished non-conforming uses, the other 6 
having been abandoned prior to the enact- 
ment of the zoning ordinances. One of 
these violations occurred in the hope of 
selling property to a governmental agency 
or of forcing the county to offer an ad- 
vantageous land exchange in order to ter- 
minate the illegal use. Such violations re- 
quire especial caution in the administra- 
tion of any relocation program and indeed 
of zoning itself. 

A large proportion of the zoning vio- 
lators consisted of persons who were em- 
ployed in non-agricultural occupations 
prior to locating in their present posi- 


tions. Of the 31 illegal settlers for whom 
data on this point are available, 22 gave 
some urban employment as their immedi- 
ate past occupation, five had been em- 
ployed in agriculture, and 4 had lived in 
the neighborhood prior to settlement in 
their present location. Only one indicated 
that he had been engaged in forest work 
immediately prior to present settlement. 

In the discussion of zoning, much em- 
phasis has always been placed on the agri- 
cultural non-conforming user and _ the 
threat of violation by settlers who threaten 
to clear land and operate a “farm.” It is 
significant, therefore, to find that one of 
the violators had a fish hatchery, one op- 
erated a tavern, and two were dam keep- 
ers—all “non-farm’’ occupations. Insofar 
as the dam keepers are an essential part of 
the operation of hydro-electric dams, pow- 
er plants or flowage areas, it is more than 
possible that the courts would declare 
them Jegal users. Even more important 
is the large part the recreation industry 
plays in the uses made of the tracts occu- 
pied. Of the 42 illegal settlers, 19 de- 
pended on some phase of the recreation 
industry for part or all of their income. 
Twelve had summer cottages for rent. 
Three families having neither cottages nor 
cultivated land received some income from 
the care of summer homes, work in re- 
sorts, work as guides, or other similar 
employment. All of them, however, were 
full year-long residents. Doubtless a num- 
ber of those having cottages or who did 
some farming also received part of their 
income from outside work. Oneida Coun- 
ty has an especially large proportion of 
its illegal non-conforming users engaged 
in occupations related to the recreational 
industry. In this county only 3 out of 18 
did not report some type of recreational 
income and 2 of these were completely 
unemployed. 
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The importance of recreation to the 
economy of the area covered by these 3 
counties and the frequently close associa- 
tion between isolated location and recrea- 
tional resources make zoning violations 
of this nature appear less serious than 
would otherwise be the case. In many 
cases the present illegal use may actually 
be the best use of these tracts, considered 
from both the public and the individual 
viewpoint. It may be that, rather than to 
try to prevent these uses, some of the dis- 
trict boundaries or the provisions of the 
ordinances should be amended to permit 
such settlement. In any event, the local 
officials appear generally to favor recrea- 
tional development even where the settle- 
ment is isolated and costs for schools or 
roads are high. It is undoubtedly assumed 
that such development will eventually pay 
enough in taxes at least to cover the extra 
costs. It may well be, of course, that the 
local people are overestimating the value 
of relatively small recreational establish- 
ments. 

The non-agricultural nature of the oc- 
cupancy by the violators is also shown 
by the fact that only 9 of the 43 reported 
any cultivated land exclusive of hay. 
Thirty-seven had no cows, 37 had no 
horses, and the same number reported no 
agricultural income. Of the 9 having cul- 
tivated land, 8 had less than 5 acres each 
and the other one had less than 10 acres. 
The small total number of tracts having 
any cultivated land seems to indicate that 
the hope for a substantial income from 
farming has had very little to do with 
the zoning violations in this area. This 
may not be the case in areas having less 
favorable recreational land. 


Nearly half of the illegal non-conform- 
ing users—18 out of 42—had no source 
of income from the tracts occupied; in 
other words, for them the land was just 
a place to live. About half of these re- 


ported some source of outside work, the 
others either having none or not report- 
ing any.”® 

The information obtained on zoning 
violations was analyzed in an attempt to 
determine some of the more important 
reasons for their choice of location. The 
information is too meagre to do more 
than suggest some of the ways in which 
violations are apt to occur and, conse- 
quently, indicate ways in which violations 
might be prevented. 

A number of families have moved into 
the restricted areas without knowing that 
they were violating any ordinance. Infor- 
mation obtained on the 42 families in the 
three counties indicates that at least a half 
dozen know nothing or virtually nothing 
about zoning. The fact that many of the 
violators come from industry makes this 
more likely to occur. 

A relatively large group of violators 
consists of people who in the past have 
used their places for summer homes only 
but recently have converted them into 
year-round residences either for them- 
selves or for caretakers, i.e., changed the 
use from a legal or less restricted to a 
more restricted use. In some cases this is 
a matter of using their former summer 
homes as a place to retire, in other cases 
it may be the result of expanding the 
recreational facilities to the point where a 
caretaker is needed. 

Several cases of violation involved fam- 
ilies who established their present occu- 
pancy (i.e. residence) and land use after 
zoning went into effect but who had 
owned their land prior to that time. Other 

To the extent that year-round settlement is non- 
agricultural the zoning of certain areas shou'd be re- 
appraised. The problem here revolves around ele- 
ments other than submarginal farm land. The vio- 
lations discussed above indicate once more the im- 
portance of criteria for zoning administration. See 
also Leonard A. Salter, Jr., “Transition in the North- 


ern Lake States,” Journal of Land & Public Utility 
Economics, February, 1942, pp. 92-96. 
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families had occupied the tracts prior to 
zoning and recently reoccupied them after 
a period of discontinuance. One such fam- 
ily assumed that, although the county al- 
ready had taken tax title to the land, all 
that was necessary was to pay the back 
taxes and then occupancy would be per- 
fectly proper. Other violations of a simi- 
lar type consist of cases in which a non- 
conforming residence had been moved 
onto land added to the original tract by 
purchase since zoning. 

While there is no information to indi- 
cate the number involved, there is reason 
to believe that some of the violations were 
“winked at” by town chairmen. The basis 
for this statement is the frequency with 
which local officials indicated that they 
considered settlement in zoned areas to 
be permissible, tf school and road costs 
were not increased. Perhaps zoning has 
been in effect too short a time for local 
people to be much impressed by the pos- 
sibilities of future costs arising from such 
developments as the sale of tracts to peo- 
ple with large families; sons or daughters 
returning with children of their own to 
live with the old folks; or the removal, 
through abandonment or sale, of neigh- 
boring residences, thereby making the re- 
maining farm truly isolated. Having al- 
lowed a violation to occur and remain for 
some time undisturbed, the county will 
find it difficult, both politically and le- 
gally, to evict the family when additional 
costs finally arise. Under no considera- 
tion can the community refuse to provide 
educational facilities and transportation or 
board and room near a school for all grade 
children living more than 214 miles from 
a schoolhouse.” The law applies equally 
to violators, legal non-conforming users 
or residents of unrestricted districts. 

Finally, local officials may not always 
be interested in preventing settlement in 





"Wisconsin Statutes. Sections 40.34 (1) and (4).° 


violation of zoning ordinances since a 
large part of the increased costs may be 
covered by increased state aids. Even 
though the total advantage of preventing 
such costs remains, the interest of local 
people and officials is reduced when a sub- 
stantial part of the revenues for these 
services comes from the state. 

Warning the Prospective Buyer of 
Zoning. From the very start the people in 
northern Wisconsin were concerned with 
the fact that prospective buyers might buy 
a tract of land in a restricted district and 
not know it was zoned. The fact that so 
many violators were unaware of the ordi- 
nance indicates that their fears were well 
founded. The local people realized that 
zoning is a drastic measure and even 
though, technically, “ignorance is no ex- 
cuse”’ they believed that it was only fair 
to notify purchasers and owners of the 
action of the county board. For instance, 
the “Langlade County Report” in 1934 
recommended, as one of the next steps af- 
ter zoning, that each abstract of title 
should carry a notation stating that the 
property is subject to the zoning ordi- 
nance of the county as approved by the 
town. Furthermore, it was suggested “... 
that the register of deeds post against 
each legal description of land in the re- 
stricted district a notation or reference to 
the fact that such description of land 
comes under the use restrictions provided 
in the county ordinance.”** This recom- 
mendation was repeated in Wisconsin 
Circular 281, “Rural Zoning Ordinances 
in Wisconsin,” published in 1936. Even 
at that time a number of counties with 
tract indexes had made provision for the 
register of deeds to make a notation 
against each tract of land restricted by 
zoning. These counties had also filed a 


copy of the ordinance and map in the reg- 


™“Langlade County,” Special Circular, April, 
1934, p. 61. 
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ister of deeds plat book, thus making them 
available for use by the public and ap- 
prizing every user of the plat book of the 
fact that the county had a zoning ordi- 
nance. In counties without tract indexes 
private abstractors frequently kept track 
of the restricted parcels of land and in- 
cluded a copy of the ordinance and map 
in the completed abstract of title. 


By 1940 the practice of recording zon- 
ing restrictions and amendments in the 
tract index was in use in about % of the 
25 counties of the north. In many more 
the information was being made part of 
the abstracts of title. The benefit of this 
practice is somewhat limited in that many 
purchasers do not go to the expense of 
securing abstracts. A few counties have 
gone so far as to send letters to all own- 
ers of land in the restricted districts noti- 
fying them that their land was now re- 
stricted in occupancy and use. In these 
counties the owner cannot plead ignorance 
it he violates the ordinance or sells the 
land to a second party without telling him 
of the restrictions. 


Lincoln and. two other counties have 
placed signs along roads at the bound- 
aries of restricted districts. These signs 
inform the reader that the area is restrict- 
ed and that no new settlement is per- 
mitted. This practice is highly commend- 
able. The prospective purchaser looking 
for land. cannot help but be aware of land 
restrictions if he drives over the area— 
also, it is good advertising for the coun- 
ty. A settler cannot help but feel that the 
local people are trying to protect him from 
selecting land unwisely, away from schools 
and marketing centers and, perhaps, sub- 
marginal: besides.. County forests might 
be indicated by the same method and for 
the same reasons, and in addition, stimu- 

late local pride in county owned forests. 


ordinances. 
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Adjustments and Amendments 
in Rural Zoning 


Boards of Adjustment. The third phase 
of administration is the constant adjust- 
ing of zoning to changing conditions. The 
northern counties have not made use of 
the board of adjustment but experience 
indicates that such boards might be use- 
ful today. It would seem that some of the 
trouble with violators or prospective vio- 
lators could be avoided by submitting the 
case to a board of adjustment which is 
empowered to make exceptions within the 
spirit and intent of the enabling act and 
As already indicated, the 
board is not mandatory. However, it has 
been given additional duties by the Soil 
Conservation Act (Section 92) under 
which the same body of men is to act as 
the adjustment board of the county soil 
conservation district; but under this law, 
the appointment of the board is manda- 
tory. “In any county which by resolution 
has been declared a soil conservation dis- 
trict the county board shall create a board 
of adjustment as provided in section 59.99 
if such board of adjustment does not exist 
therein.”” Thus boards of adjustment are 
required by law in the 31 counties which 
were organized as soil conservation dis- 
tricts by July, 1943 (Map I). Since 11 
counties have both county zoning and soil 
conservation districts, the board becomes 
mandatory in these 11 zoned counties. 


‘Amendments to Zoning Ordinances. It 
is a trite saying that planning and zoning 
are continuing processes. Social and eco- 
nomic conditions are constantly changing 
and imperfections and mistakes need to 
be corrected.. The enabling act allows 
changes both in the text of the ordinances 
and in the boundaries of the districts. So 
far in the experience with zoning in north- 
ern Wisconsin, relatively few amendments 
have been made in the provisions of the 
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ordinances. A number of counties have 
found it necessary to correct the definition 
of a non-conforming use as given in 
the original ordinances. An amendment 
adopted by Vilas County permits fur 
farms in both the forest and recreation 
district. The most significant change so 
far adopted has been the establishment of 
a new type of restricted district in Eau 
Claire County. This new district consists 
of a suburban area adjoining the city of 
Eau Claire and its primary purpose is to 
prevent the tar-paper type of dwellings. 
Other northern Wisconsin counties may 
want to consider amendments of this type 
for the control of undesirable settlement 
and inadequate housing conditions in 
suburban areas and recreation districts, 
in other words, modify the present ordi- 
nance to include suburban zoning.” 

The majority of zoning amendments 
that have been adopted in the 25 counties 
studied provides for changes in the bound- 
aries of restricted districts. Some amend- 
ments in these boundaries have been made 
in virtually all the zoned counties. Prior 
to November, 1940, 12 counties had 
added approximately 300,000 acres to the 
forest districts, while 17 counties had 
withdrawn about 182,000 acres. Lesser 
changes had been made in the recreational 
districts, with 3 counties adding about 
43,000 acres and 4 counties withdrawing 
about 5,000 acres (Table I). Included 
in these figures are 10,000 acres changed 
from forest districts to recreation dis- 
tricts, and 280 acres withdrawn from 
recreation and placed in forest districts. 

A significant feature of amending the 
boundaries of the restricted districts has 
been the withdrawing of rather densely 
settled areas originally included in the for- 


*See “Suburbs Now Sprouting in the North,” in 
Annual Report of the Director, University of Wis- 
consin Agricultural Experiment Station Bulletin 
#456, December, 1942, pp. 25-27. 
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estry districts. As indicated above, 288 
settlers who were non-conforming users 
were made “conforming’’ by this process. 
On the other hand, the largest areas have 
been added to the restricted districts, a 
practice that should be accelerated under 
the present program of relocation of man- 
power. As stated in a former article, 
county boards might well extend the 
boundaries of restricted districts to in- 
clude land from which isolated settlers 
have moved. In fact, there is still too much 
land “open for settlement,” i.e., not in 
present farms nor in restricted forestry 
and recreation districts. Some counties 
having as high as % to % of their land 
“open for settlement” cannot have in- 
cluded all the submarginal land in their 
restricted districts. 

Furthermore, enough time has elapsed 
to require a complete reexamination of 
the boundaries of the restricted districts. 
A study of the map showing the zoning 
districts reveals a great many small dis- 
tricts, particularly in the central counties 
and those with more agricultural land. 
(Map II.) Most of these small districts 
can perhaps be justified because the land 
was considered submarginal, but they 
offer distinct difficulties in administration. 
Many of them contain non-conforming 
users; in fact, in one county there is a 
district so small that it consists of only 
three farms and since all of them were 
occupied when the ordinance was passed 
the entire tract is “non-conforming.” 
There is no justification in spending 
money to relocate the “settlers” nor in 
maintaining the district. Many such dis- 
tricts would be too small for forestry pur- 
poses even if all the land were made con- 
forming. It is also doubtful whether the 
courts would uphold a district consisting 
of a few farms; it has all the appearance of 
singling out individual farms and not a 
“district” for restriction and regulation. 
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The opposite situation arises where a 
small unrestricted district forms an island 
in a large restricted area. The present 
number of residents may be too small to 
constitute an economic community, and 
because of the large area of forest land 
which surrounds them. they may be far 
from markets, villages and railway sta- 
tions. The dilemma is to decide whether 
the non-restricted district should be added 
to the forestry district and devoted to 
some form of land use not requiring resi- 
dence, or whether it should be enlarged 
as far as the quality of the land will per- 
mit and additional resources be developed, 


with public assistance if necessary, so that 
the community can be made large enough 
to be relatively self-supporting. The Nel- 
ma community at the northern tip of For- 
est County is an example.*° 

Procedure in Making Amendments. 
According to the Wisconsin enabling act, 
amendments to the act must be enacted in 
substantially the same manner as the orig- 
inal ordinance. Approximately 65 amend- 
ments relating to district boundaries had 


”V. Webster Johnson, Sidney Henderson and 


James Marshal!, “A Land Program for Forest Coun- 
ty, Wisconsin,” U.S.D.A. Technical Bulletin #689, 
1939, p. 57. 
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been passed by 1940 by the county boards 
of the 25 counties studied. Information 
available in the public records indicated 
that the officials did not always follow 
exactly the steps required by law. A more 
general understanding of all the steps re- 
quired in amending zoning ordinances, 
and a more general following of such 
steps, are necessary if a great deal of dif- 
ficulty is not to be encountered later in 
the enforcement of zoning provisions. So 
far, only one case actually has gone to 
court in these counties but more may be 
expected, and the failure of cases because 
of improper procedures in making amend- 
ments would be most unfortunate.** 

Suggested Changes in Amendment 
Procedure. Probably the first step to be 
taken should be a revision of the section 
of the: county ordinances relating to 
amendments to bring them in line with 
the enabling act; not all of them are in 
agreement now. It might also be advis- 
able to revise the amending procedure of 
the state act itself in light of past experi- 
ence. The importance of this cannot be 
over-emphasized. Much of the future 
work in zoning will consist of amending 
zoning boundaries, changing the regula- 
tions and restrictions of the districts, and 
perhaps creating new districts. . Further- 
more, since towns can come under an 
ordinance after its enactment by the coun- 
ty board only through the amendment 
procedure, this is another reason for mak- 
ing this section of the enabling act and 
the ordinances “fool proof” and as simple 
and direct as possible. 

It would seem as if the procedure might 
vary with the type of amendment. A 
change in the land use regulations or the 
creation of a new type of district is of 


“The Zoning Manual mentioned above should be 
of material assistance to counties amending these 
ordinances. : 
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county-wide importance since all towns 
with restricted lands would be affected or 
might be affected if they later chose to 
come under the ordinance. Amendments 
of this type should therefore go through 
the same procedure as enacting the origi- 
nal ordinance. On the other hand, once 
an ordinance is enacted and the official 
map has been adopted by the county 
board, a town wishing to accept the ordi- 
nance and the land use districts as set 
forth on the official map might be ad- 
mitted to the company of the towns al- 
ready under the ordinance by the simple 
method: (1) formal action by the town 
board asking to be admitted under the 
ordinance and districts as delineated by 
the board of supervisors; and (2) ap- 
proval by the county board without the 
approval of the boards of the other towns. 
If the zoning committee has reasons to 
believe that the town board in asking ad- 
mission is not representing the wishes of 
the people of the town, hearings may be 
held or a special town meeting ordered so 
the people may express themselves. 


The power of town boards to decide 
whether a town should or should not 
adopt the ordinance reduces county zon- 
ing practically to town zoning. This, how- 
ever, has not been a serious matter in 
northern Wisconsin where practically all: 
the town boards promptly agreed to come 
under the ordinances before they were en- 
acted. This is not true for southern Wis- 
consin and has resulted in “spotty zon- 
ing” in some counties. States which do 
not have the dual county-town form of 
government should not have this difficul- 
ty; those that do will do well to consider 
the relation of the town to the county in 
their enabling acts. In Wisconsin the re- 
lation of the town board to the county 
board of supervisors in zoning procedure 
is not at all clear and needs clarification 
in the enabling act itself. This needs 
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further consideration, beyond the scope of 
this article. 


Summary 


“The only trouble with zoning is that 
it was not started 25 years ago,” is the 
statement of a northern Wisconsin county 
board official recently. This expresses 
the feeling in the north with respect to all 
the land use adjustments—zoning, reset- 
tlement, county forests, and public land 
management. The spirit back of these 
movements is sound. The local people 
who promoted zoning were aware of its 
purposes and implications. This is shown 
by their desire to protect the legitimate in- 
terests of private owners and future buy- 
ers. Many believe that the real accomp- 
lishment of zoning is not in the enactment 
of the ordinances but in the spirit behind 
a movement that has closed one-seventh 
of the area of the state to agriculture and 
year-long residence in an area which only 
a quarter of a century ago was in an active 
agricultural land boom. 

However, spirit is not enough. Regu- 
lating and restricting the use of land and 
of occupancy, the elimination of non-con- 
forming uses, the prevention of the rees- 
tablishment of discontinued uses, getting 
out an injunction to stop the shifting from 
a conforming (or less restricted) to a 
more restricted use, are all technical mat- 
ters which must meet the test of legality 
or they will be useless and may jeopardize 
the constitutionality of the ordinance itself. 

The first ordinance had hardly been 
enacted before questions of administration 
came up. This article has outlined the 
evolution of the problem and the gradual 
development of machinery to cope with it. 
It is apparent that much more needs to be 
done. That violations have taken place 
and that the administrative machinery has 
not functioned smoothly is not an indica- 
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tion of the failure of zoning; it is an indi- 
cation that there is further work to be 
done to correct the machinery and proced- 
ures and to do as effective research and 
educational work on the administration of 
zoning as was done in connection with 
the enactment of the ordinances. 

It is also important to consider rural 
zoning and the other land use programs 
in their setting in time. Rural zoning be- 
gan after the back-to-the-land movement 
following the urban depression had about 
exhausted itself. Effective supplementary 
programs of the forest crop law, county 
forests, resettlement and the federal pro- 
grams made administration relatively 
easy, as shown by the almost automatic 
discontinuance of non-conforming uses. 
Relocation of manpower during the pres- 
ent war has accelerated the process and 
offers the counties the opportunity to en- 
large the restricted districts and carry out 
other supplementary programs, including 
effective public land management. 

Experience with recreational land zon- 
ing indicates that this form of zoning 
should move in the direction of more effec- 
tive restriction of land uses. There is 
evidence that in many parts of the north 
the local people are ready for this. Now 
is a good time to plan the better use of 
recreational land in anticipation of a heavy 
demand for this form of land in the post- 
war period, similar to the boom of 1925. 
Also there are indications that some of the 
counties of the north may want to zone 
the land in the rural-urban fringe around 
the larger cities. In fact, the present re- 
strictions based upon the simple “for- 
estry” and “unrestricted districts” have 
been found to be inadequate. 

The prediction has come from some 
quarters that there will be a back-to-the- 
land movement after this war is over. If 
this is true, the Lake States may expect a 
considerable number of prospective settl- 
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ers. Soldier settlements with public as- 
sistance are also a possibility. Should 
there be a considerable number of settlers, 
zoning can become truly directive and not 
merely preventive. In spite of the “5 mil- 
lion acres closed to agriculture,” there are 
still other millions not in farms and out- 
side of the restricted areas. This is the 


land “open for settlement” yet much of it 
is also submarginal for agriculture and 
should be restricted if zoning is to pre- 
vent settlement on land because of soil 
quality, location and isolation. Such zon- 
ing not merely classifies land but it actu- 
ally makes it illegal to settle on submarg- 


inal land! However, should a real pres- 
sure for land develop, the counties may be 
put under the severe task of trying to 
maintain zoning boundaries intact, main- 
taining their county forests and keeping 
other non-agricultural land in public own- - 
ership. People may insist on moving in- 
to the restricted districts to establish 
farms, resorts, taverns, and year-long resi- 
dences in disregard of the zoning ordin- 
ances. It will be in a time like this that 
the legality of ordinances, their adminis- 
tration and enforcement will be put to the 
test. 





III. Incremental Cost Control Under Public 
Ownership 


By EMERY TROXEL* 


REVIOUSLY, through the pages of 

this Journal,’ we inquired into the con- 
trol of rates of private utility companies 
by means of incremental costs, rather than 
by traditional pattern of price regulation. 
The conclusions reached did not encour- 
age adoption of the incremental cost pat- 
tern of rate regulation. The incremental 
cost rule is not certain to be compatible 
with freedom of private utility firms to 
make investment decisions. This is the 
essence of the dilemma regarding its use. 
On the one hand, the pricing procedure 
is designed to realize use—that is to say, 
socially-conceived use of public utility 
plant rather than avoidance of receiver- 
ships. On the other hand, public utility 
management is motivated by revenue ex- 
pectations and protection of investment 
values instead of plant output. Thus, the 
management of a utility firm operating 
over the long period would be restrained 
in undertaking plant expansion, and the 
quality of service probably would deteri- 
orate. Only when there is no alternative, 
as in the short run, may there be accept- 
ance of a reduced provision for deprecia- 
tion and capital charges under the rule. 

It is suggested, however, that this 
method of rate control can be used more 
effectively for publicly-owned utility 
plants. While there may be administra- 
tive complications and problems under 


* Assistant Professor of Economics, Wayne Uni- 
versity. 

*“Tncremental Cost Determination of Utility 
Prices,” Journal of Land & Public Utility Eco- 
nomics, November, 1942, pp. 458-67; “Limitations 
of the Incremental Cost Patterns of Pricing.” Jbid., 
February, 1943, pp. 28-39. 


public ownership as under private owner- 
ship, the management of a public plant 
need not have the same purposes as does 
the private operator. There is no equiva- 
lent force, except as Congress fixes the re- 
quirements, that compels the public oper- 
ator to seek maximization of net return or 
to respect past investments in plant. Nor 
is it always necessary to show a profit 
from public output. For instance, in the 
case of electric plants financed by the fed- 
eral government, there is no imperative 
need for self-liquidating investments. 
Thus, it seems possible that public plants, 
particularly those already in operation, 
may be administered with careful regard 
for social efficiency and for fullness of 
plant use. 


The Rule and Its Acceptance 


Some of the significant features of this 
pricing rule are outlined herewith. Initial- 
ly, the rule is best understood and per- 
haps most appropriately used in connec- 
tion primarily with utilization of an ex- 
isting plant. The installed plant may be 
viewed simply as a datum for the purpose 
of exemplifying the procedure. 

The basic feature of the pricing rule is 
the equation of the price of the publicly- 
produced product and the incremental cost 
of producing it. It does not follow, how- 
ever, from such an admittedly simple ver- 
sion of this pricing pattern that a uniform 
price is fixed for all units of output. This 
is improbable in the sale of electricity or of 
other utility services. Yet, for the pur- 
pose of stating the essential characteristics 
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of the rule, it may be imagined that some 
average of prices for the product is equat- 
ed to incremental cost, even where differ- 
ent pricing may actually exist. 

Pricing ‘according to incremental cost 
does not require careful concern for what, 
wisely or unwisely, has been spent on the 
public plant.’ The price is not consciously 
fixed to cover the provision for deprecia- 
tion. Nor is the price fixed deliberately 
to provide for interest payments on the 
public funds put into a project.” The funds 
invested in the plant are treated as though 
they were “water over the dam.” 

But plant revenue may exceed current 
expenditures. If there are no physical 
changes in the public plant, the short-run 
incremental costs can be small. A hydro 
project which experiences no changes in 
transmission and distribution facilities 
may have only imperceptible increments 
in expeditures respecting increments in 
output. When there are enlargements in 
transmission and distribution equipment, 
increments in cost may be substantial, 
of course. If the increments in cost are 
increased as plant capacity is equated to 
an increase in demand, the price is raised. 
Under these conditions a plant rental is 
obtained. This rental, measured for a 
period of operations as the difference be- 
tween total revenue and total variable 
cost for the period, becomes larger as the 
plant is more fully utilized.* Thus, some 
of the plant investment may be retrieved 
even though no attempt is made to calcu- 
late the rental for the purpose of retriev- 
ing the investment.* The rental is price- 


*Cf., A. P. Lerner, “Statics and Dynamics in So- 
cialist Economics,” Economic Journal, June, 1937, 
p. 265. 

* Determination of the rental is graphically illus- 
trated in the chart which appears in the first in- 
stallment (this Journal, November, 1942, p. 464). 

*Cf., Harold Hotelling, “The General Welfare in 
Relation to Problems of Taxation and of Railway 
and Utility Rates,” Econometrica, July, 1938, pp. 
264-5. 5 ; 
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determined rather than price-determining. 
Yet an administrator of a public plant may 
consider himself fortunate if he can fully 
utilize his plant and still receive sufficient- 
ly large plant rentals to amortize the pub- 
lic investment. It is certainly not a mis- 
fortune that the revenue from electricity 
of the Boulder project, avowedly built for 
more important purposes than electricity 
production, may provide for amortization 
of most of the investment in the whole 
project.® 

Full Use of Plant. A strong case may 
be made for public use of this pricing pro- 
cedure in connection with public plants. 
The basic objective of its use is equation 
of plant capacity to the demand for it. 
Fullness of use of existing public plant is 
being sought by the administrator who 
selects equivalence of incremental cost and 
price as a rate-making rule. Use of the 
rule promises greater use of existing and 
excessive plant than is ‘possible when de- 
preciation and return provisions are reg- 
ular determinants of prices. 

If any agency in our society has a re- 
sponsibility to use the resources at its dis- 
posal as fully as possible, it is a govern- 
ment agency. Presumably there should be 
some social perspective in the use of the 
property of the federal government, if not 
of all govermental units. Consequently, 
once a public plant is ready to operate, 
there seems to be a defensible social pur- 
pose in intense utilization of even an un- 
necessarily large plant. After plant con- 
struction is completed, political leaders 
and project administrators do not con- 
tribute to social benefits if plant output is 
restricted in order to secure the largest 
possible return on plant investment. 

Several of the federal power projects 
afford special opportunities for enlarge- 


5Cf., Paul L. Kleinsorge, The Boulder Canyon 
Project (Palo Alto: Stanford U. Press, 1941), pp. 
114, 142-6. 
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ment of social benefits by use of this pro- 
cedure. Though all of the well-known 
federal power ventures, except possibly 
the Boulder project, appear to have some 
unused power capacity according to peace- 
time measurements, the Columbia River 
projects illustrate particularly well the so- 
cial advantage of price control for the pur- 
pose of greater or even full use of plant 
capacity. The Bonneville project, sur- 
rounded by an admittedly-meager, rural 
and domestic market, is being utilized 
quite inadequately—aside from industry 
consumption and at rates which probably 
are considerably above prevailing incre- 
mental costs. The Grand Coulee project 
has an ultimate generating capacity of al- 
most 2,000,000 kilowatts, a sum which 
exceeds the total of all other installed gen- 
érating capacity in Washington, Oregon, 
and Idaho.* Elsewhere there are similar 
problems of using public plant capacity. 
The Fort Peck, the Kendrick, and some of 
the Texas projects are in sparsely settled 
regions, far from large markets for elec- 
tricity. The electricity produced by the 
Big Thompson irrigation project may 
either be sold to private companies or be 
wasted; and the managers of other pro- 
jects, such as Little T. V. A. in Nebraska, 
are troubled to find adequate retail mark- 
ets for electricity. All of these instances 
of excessive electric plant capacity are pos- 
sible places for the use of the incremental- 
cost rule. It may be better to have great- 
er rural, metallurgical, or domestic use of 
cheap electricity in the Pacific Northwest 
and elsewhere than to waste plant capa- 
city. It may be better to have home heat- 
ing with low-priced electricity than to 
have an idle plant and higher revenue. 


*In 1937 the installed generating capacity of all 
private and municipal plants in Washington, Oregon 
and. Idaho was 1,606,131 kilowatts. (U.S. Dept. of 
Commerce, Census of Electric Industries, Electric 
Light and Power Industry, 1937) pp. 47-50. 
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Acceptance of the Pricing Rule. There 
are many precedents in public pricing for 
a disregard of part investments in public 
plant. For instance, toll bridges and toll 
highways are no longer common. Tolls 
are rarely collected for the use of improv- 
ed waterways. Most waterway invest- 
ments may be traced to political manipu- 
lations of river and harbor appropriations. 
And after the funds are invested, atten- 
tion is generally given to realization of en- 
larged use of the waterways. Further- 
more, some of the new federal power pro- 
jects are accompanied by flood control 
benefits for which no charge is made. Not 
even a nominal assessment is made for 
these benefits. Electricity can scarcely be 
so different from these other services that 
an investment-liquidating price is fixed 
for electricity while no charge is made for 
flood control or use of improved water- 
ways. 

There is some evidence of an intent to 
pursue social objectives in administration 
of the federal electricity ventures. The 
“widest possible use” of electricity is a 
commonly-expressed purpose. Further- 
more, the laws authorizing new federal 
projects usually provide for a preference 
for rural cooperatives and municipally 
owned systems. “The projects . . . shall 
be considered primarily for the benefit of 
the section as a whole and particularly the 
domestic and rural customers . . .,”’ an ob- 
jective which leaves the industrial buyers 
in a secondary position.’ Even small buy- 
ers should “have a chance to buy some 
low-cost power.”® On the other hand, Mr. 
Lilienthal, one of the administrators of 
TVA, is “. . . interested distinctly .. . in 


*Tennessee Valley Authority Act, 48, Stat. 58 
(May 18, 1933), p. 11. 

* Engineering Report of the Joint Committee in- 
vestigating the Tennessee Valley Authority (76th 
Cong., Ist Sess., Sen. Doc. 56, pt. 3, 1939), p. 244. 
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charging as high as the traffic will bear to 
the industrials.” 

Unfortunately, these proposed social di- 
mensions of public plant operation do not 
extend to the whole pricing policy for 
publicly produced electricity. It is the in- 
tention of Congress to make TVA self- 
supporting “‘as soon as possible.”*° Furth- 
more, according to the Act, even “. . . the 
surplus power shall be sold at rates which, 

. when applied to normal capacity of 
.. . power facilities, will produce gross 
revenues in excess of the cost of produc- 
tion.” The Authority is compelled to 
rationalize an allocation of plant invest- 
ment to the power purpose. And, despite 
an unpromising market for moderately- 
priced power, approximately 57 per cent 
of the investment in the Bonneville pro- 
ject is allocated to power production.” 
Like private investors, public policy 
makers have their eye on the revenue 
rather than utilization of power projects. 
They want pricing objectified to return 
the public investment. 

Perhaps the calculation of investment- 
liquidating prices is politically expedient. 
It unquestionably provides some insula- 
tion against political attacks. Perhaps it 
is partly a product of the policy, supported 
strongly in some high places, of making 
public power rates the comparative stand- 
ard for private company rates. Perhaps 
it is chosen to some extent because it is 
believed to be the “proper” means of pub- 
lic product pricing. Whatever may be the 
explanation of the choice, attention is 
given to the plant revenue rather than re- 
source use. Thus, a notable barrier stands 


* Hearings before the Joint Committee on the In- 
vestigation of the Tennessee Valley Authority. 
(75th Cong., 3rd Sess., pt. 2, 1939), p. 783. 

*The TVA Act, Sec. 14. 

"Cf., Bayard O. Wheeler, “Production and Dis- 
tribution of Bonneville Power,” Journal of Land & 
Public Utility Economics, November, 1938, pp. 
363-4. ’ 
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in the way of adoption of incremental cost 
pricing. 


Some Problems in the Use 
of the Rule 


Current public policy concerning the 
pricing of publicly produced electricity is 
unquestionably opposed to use of incre- 
mental cost pricing. There is, in fact, no 
likelihood of immediate adoption of this 
form of pricing for federal power projects, 
regardless of the amount of excess plant 
capacity. Still, on theoretical grounds it 
may be well to examine some of the limi- 
tations of equating public plant prices to 
incremental costs. 


Computation of Incremental Cost. It 
may be quite as difficult to gather incre- 
mental cost data for public plants as for 
private firms. Accountants seldom com- 
pute these kinds of cost data and, of 
course, governmental accounting systems. 
are not arranged today so that this infor- 
mation is readily available. But it should 
not be impossible to make some rough 
measures of incremental costs. Even ap- 
proximate incremental costs may be suf- 
ficient for initiation of the policy, where- 
upon experience with the rule should con- 
tribute more incremental cost informa- 
tion. At any rate, inaccuracies of incre- 
mental cost data do not seem to be as sig- 
nificant in the case of public plants as if 
the pricing rule were being applied to pri- 
vate companies. 

Irregularities of incremental cost 
changes present a further difficulty. In the 
short period some “‘bumpiness” may be 
expected in expenditures, necessitating 
some averaging of the irregularities. Av- 
eraging of incremental expenditures may 
be used when, for example, a transmission 
line is being extended. No one would 
think of charging the whole of the incre- 
ment in construction cost of a line to the 
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first kilowatt-hour of new service or to 
the first new customer. Nor is the new 
line necessarily built in a piece-meal man- 
ner for the purpose of having a measure 
of incremental costs of the smallest pos- 
sible increments in output. Instead, incre- 
mental costs may be computed with re- 
spect to'a group of buyers, several miles 
of lines, whole rural cooperatives. 

We also meet the problem of comnuting 
incremental costs when several plants of 
dissimilar efficiency exist in a single pub- 
‘lic project. The output of each plant may, 
‘of course, be priced according to its re- 
spective incremental cost. But this solu- 
tion is impossible if some measure of rate 
uniformity is to prevail. The problem may 
be resolved empirically by selecting some 
average of the incremental costs of the 
several plants as the means of price de- 
termination. Having fixed the common 
price, the administrator utilizes the least 
efficient plant less fully than the others; 
and all plants are utilized, presumably, un- 
til there is a common incremental cost at 
the several margins of operation. 

Some General Limitations. The objec- 
tive of full use of public plant is subject 
to technical limitations. Indeed, a defini- 
tion of full use of plant has technical fea- 
tures. A hydro project has a greater wa- 
ter flow in some seasons than in others. 
And the demand for electricity is partly 
a function of the time of day or season of 
the year. Public plants, like private plants, 
have irremovable peaks of electric sales. 
Because of such technical characteristics 
of the pricing problem, full use of public 
plant in the sense of utilizing every pos- 
sible unit of output is impossible. Equat- 
ing prices to incremental costs reduces, 
but does. not wholly eliminate, unused ca- 
pacity. 

Another technical problem concerns the 
quality of service when fullness of plant 
use,is approached. As use of an existing 
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plant is intensified, the quality of service 
may deteriorate. At the same time, prices 
are rising because the incremental costs 
are higher. Buyers will not like the idea 
of paying higher prices for deteriorating 
service. This effect can be avoided, how- 
ever, by construction of additional public 
plant. That is, it can be avoided if ad- 
ministrators and Congressmet alike are 
willing to forego further. increases in the 
plant rental. 

Another limitation concerns the appli- 
cation of the rule in instances of plant ex- 
pansion. Some enlargements of plant are 
necessarily associated with achievement of 
larger use of piant capacity. Federal pow- 
er projects sometimes cannot be more 
completely used unless further construc- 
tion of transmission and distribution {a- 
cilities is undertaken. Expenditures of 
this sort are important in measurement of 
incremental cost. Yet plant expansion, at 
least in the sense of construction of more 
large units of plant such as additional 
dams and powerhouses, cannot be regu- 
lated altogether by the incremental cost 
rule. In fact, power plant expansion may 
be controlled by other political or social 
considerations. Where there are multi- 
purpose projects, the expansion of power- 
generating facilities may be tied to public 
provision for flood control or irrigation. 
In any case, a public power project com- 
petes for more public funds with refor- 
estation, agricultural rehabilitation, mili- 
tary projects, or any of a multitude of 
ways of spending public funds. Whatever 
the various determinants of public invest- 
ments may be, one point is clear: The in- 
cremental cost rule of pricing does not 
control all of the limits of public plant in- 
vestment. It may control the purchase of 
an additional generating unit for the Bon- 
neville dam, but it probably does not con- 


trol the construction’ of another dam on 


the Columbia River. 





rvice 
rices 
costs 
idea 
iting 
10W- 
ublic 
ad- 
are 

. the 


ppli- 
- eX- 
are 
it of 
OW- 
10re 
ruc- 

fa- 
of 
t of 
|, at 
lore 
nal 
gu- 
‘ost 
nay 
cial 
Iti- 
er- 
blic 
on. 


INCREMENTAL COST CONTROL UNDER PUBLIC OWNERSHIP — 297 


Consideration of Demand. It is not 
enough .to measure incremental cost 


changes. Demand behavior, too, must be 


studied. For one thing, account must be 
taken of the elasticity of demand when the 
price is set. Having the objective of full, 
but not too full, use of plant capacity, the 
administrator wants to know how much 
output is increased with each price reduc- 
tion. -He wants to set his prices at. the 
points where buyers will make no less.and 


Change in Buyers’ 
Total Expenditure 


100.0% 
First Year of TVA Service 71.0 
Second “ “ 108.2 
ee 136.5 

, 165.8 
— 193.1. . 


TimME PERIOD 


Prior to TVA Service 


Fourth “ “ 


no more than full use of plant capacity. 
Thus, the elasticity of demand is an im- 
portant fact. Its significance is easily’ il- 
lustrated: Suppose the administrator with 
excess plant capacity guesses that buyer 
demand is quite inelastic. If so, he orders 
a drastic reduction of prices. But sup- 
pose, as a consequence of actual buyer 
response to the low prices, that buyer de- 
mand turns out to be elastic. Buyers are 
seeking more electricity than the avail- 
able plant can possibly furnish them. Con- 
sequently, the administrator must correct 
his mistake either by raising prices or by 
expanding plant. 

The demand for electricity, particularly 
for residential uses, is inelastic in the short 
period and within at least some price lim- 
its. For a longer period of time and with- 
in low price limits, the demand for elec- 
tricity may be elastic, even for domestic 
purposes. For instance, in the case of 
TVA it is estimated that it takes from 
five to eight years to realize: fully the 


‘change in consumption that. accompanies 


large rate reductions.’* Furthermore, 
within.a period of a few years the demand 
for TVA power seems to show a sur- 
prising degree. of elasticity. If increases 


in total.expenditures of buyers and in the 


average annual consumption per buyer 
are examined for communities with at 
least five years of TVA service, the re- 
sults are as indicated in the tabulation." 
Even though these data are not corrected 
for increases in demand, the apparent evi- 


Average Kw.-hrs. 
per Buyer 


516.2 
831.0 
1155.6 
1334.5 
1486.7 
1522.5 


dence of considerable elasticity of demand 
for low-priced electricity indicates a need 
for careful demand studies before prices 
are fixed. 

There must be some study, as well, of 
possible increases in demand for electri- 
city. The administrator must be cogniz- 
ant of the importance of examining pos- 
sible changes in population, rising re- 


‘gional income, technical and price changes 


in consumer appliances, and wider ac- 
ceptance of the uses of electricity. The 
Grand Coulee project represents a special 
case of waiting for the full development of 
a regional market. An uncertain number 
of years will pass before development and 
settlement of the Columbia Basin are fully 
realized. Meanwhile, the price of Coulee 
electricity must be calculated in the light 
of these ultimate increases in demand for 


™ Second Annual Report, Bonneville Power Ad- 
ministration,: 1940, p. 26. 

* Annual Report of the Tennessee Valley Author- 
ity, 1940, pp. 93-5. ° The group includes 6 munici- 


‘palities and 5. cooperatives. 
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electricity unless the conclusion be reached 
that the electric facilities will never be 
fully utilized even when prices are equat- 
ed to very small incremental costs. In any 
case, the problem appears to be one of 
equating long-period demand to existing 
plant capacity. 

Taking long-period conditions into ac- 
count makes the task of fixing the price 
an uncertain and difficult: one. Perfect 
measurement of such prices is impossible. 
There are bound to be unknown condi- 
tions of future demand; the number of 
buyers, the income of the region, and the 
alternative choices for buyer expendi- 
tures are not accurately predictable. Thus, 
there will be a measure of guessing about 
future demand. It may be necessary to re- 
sort to a trial-and-error procedure, i.e., to 
successive approximations of prices for 
realizing optimum utilization of the exist- 
ing public plant. As each price is chosen, 
the not fully known effects of the choice 
in terms of increments of output and cost 
will have to be watched. And if such an 
empirical basis is used for price revisions, 
it would seem wise to use price approxi- 
mations which are likely to be too high 
rather than too low. As in the case of 
private-firm operation, there probably is 
more buyer resistance to price increases 
than there is pressure for price reductions. 


Limits of Price Change. In most in- 
stances it may be unwise to make frequent 
changes in the prices. Buyers of electri- 
city may be cautious about taking up new 
uses of electricity when prices are in flux. 
If they are induced by temporarily low 
prices to purchase stoves and other appli- 
ances, electricity buyers are irritated by 
price increases. Furthermore, frequency 
of price revisions, wrongly suggesting an 
uncertainty or inexactitude in the pricing 
policy, may encourage political investiga- 
tions. Thus, it may be well to ignore im- 
permanent changes in demand for plant 


output. For instance, it may be advisable 
to ignore most cyclical changes in demand, 
Some further considerations about 
minimum prices under a plan of equating 
prices and incremental costs need to be 
taken into account. Theoretically, incre- 
mental cost fixes the floor for price. But 
plant capacity may be so excessive that it 
is not fully utilized when the price is equal 
to incremental cost and when there is no 
plant rental. The Grand Coulee plant 
again may serve as an example. After de- 
ductions are made for power used in wa- 
ter pumping and in an ultimately well in- 
habited Columbia Basin, it may be diffi- 
cult to dispose of all available Coulee 
power at prices equal to incremental cost 
and average variable cost. If the objec- 
tive of full use of plant is pursued, the 
administrator—in effect—is continuing to 
invest in the project. Total revenue is less 
than total expenditures. There can be a 
social basis, of course, for incurring such 
losses, just as the inland waterways are 
maintained from year to year out of pub- 
lic revenue. The benefits of electricity to 
consumers would be emphasized; and the 
loss of revenue would be ignored. If so, 
there would be relaxation of strict appli- 
cation of the incremental-cost rule. 


If a use-class or geographical group of 
buyers has received publicly produced 
electricity for a number of years, it may 
believe that the service should continue 
regardless of costs. Having made such a 
commitment, the administrator or Con- 
gress may feel compelled to maintain the 
existing rate of output even though econ- 
omy in the use of public funds suggests 
contraction of plant size and output. It 
has often been easier for Congress to 
make than to escape a commitment. Once 
a waterway is improved, for example, 
there seems to be little chance that its 
maintenance will be neglected. Rarely are 
any of the forms of farm assistance pared 
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down. Consequently, the administrator is 
mistaken if he follows the economist, who 
too easily concludes that contraction of 
public plant is a simple affair. It would be 
a much better policy to abandon the ob- 
jective of full use of resources in the 
short-run. That is, in the short period 
electricity prices should be kept above full 
use figures so that long-run inefficiency of 
use of public funds may be avoided. At 
the same time, it is well to remember that 
prices for publicly produced electricity are 
more easily lowered than raised. 
Similarly, there are limitations on the 
height of prices. When the objective is 
one of equating demand and plant capaci- 
ty, it is necessary to remember that the de- 
mand and prices for alternative, competing 
services restrict increases in public plant 
prices for electricity. For instance, the 
contract price of Boulder Dam electricity, 
sold to distributing agencies that already 
owned generating plants, was calculated 
according to the cost of fuel-oil generation 
of electricity.1* The price of Boulder elec- 
tricity had to be low enough to justify 
relegation of these generating plants to 
stand-by use. Or private plant prices for 
electricity may often fix the upper limit of 
public rates when production conditions 
for the two plants are similar. Otherwise, 
there are certain to be political attacks on 
the incremental cost rule of pricing.” 


“ Kleinsorge, op. cit., pp. 142-6. 

*The relation of the incremental cost rule and 
differential pricing, which is not discussed here, pre- 
sents further administrative problems. Among these 
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Summary 


For public plants the incremental cost 
rule affords a better social concept of pric- 
ing than the objective of liquidating pub- 
lic investments. It offers a manner of 
pricing that will increase the use of those 
public plants which have much unused 
capacity. But it is not yet an accepted 
pricing policy. Public policy makers have 
shown no disposition to accept this or any 
similar pricing policy. According to what 
one can perceive of their thinking, they 
have put the objective of liquidation of 
public investments ahead of the purpose of 
full use of existing plant. Acceptance of 
the incremental cost rule is doubtful for 
another reason. It is not a simple admin- 
istrative task to equate prices to incre- 
mental costs. It is not easy to measure 
increments in total cost; the behavior of 
demand—the future changes in demand 
as well as the elasticity of demand—must 
be studied; and there are conditions other 
than incremental cost which limit the 
range of prices of public plants. It would 
seem, therefore, as matters stand now, 
that even our federal public power pro- 
jects with their excess capacity will not be 
permitted to experiment with incremental 
cost pricing. 


problems are: measurement of incremental cost for 
each locational or use class of buyers; the practice 
of discriminatory pricing as reflected in reductions 
of prices where demand is elastic and in increases of 
prices where demand is inelastic; and modification 
of the incremental cost rule to achieve region-wide 
uniformity of prices, 





A Pattern of Successful Property Tax Administration; 
The Wisconsin Experience — 
II. Central Assessment 


By HAROLD M. GROVES* and A. BRISTOL GOODMAN** 


Introduction 


HE property tax is a hydra-headed 

institution sometimes described as a lo- 
cally-administered, state-and-county-shar- 
ed tax. It could be described more accu- 
rately, perhaps, as a local tax with county 
and state supplements. The fact that cen- 
tral governments levy on a locally-deter- 
mined base creates many problems in 
property tax administration. Often it sets 
county against city, leads to wholesale 
competitive undervaluation, and disrupts 
the.efficiency of the entire assessment pro- 
cess. Various ways of meeting the prob- 
lem have been attempted or proposed. 
Some believe that the centralization of 
the administration of the property tax in 
the state would largely eliminate the in- 
tergovernmental problem and that cen- 
tralization in the county would reduce it. 
Eut this remedy is not acceptable to the 
majority of people. The system employed 
in Wisconsin is one of the central assess- 
ment with refined techniques for doing 
the job at a minimum of cost and a maxi- 
mum of precision. The purposes, develop- 
ment and operation of that system will be 
examined in this article. 

Equalization—or central assessment, as 
it is termed in Wisconsin—is merely one 
phase of the assessment of property for 
tax purposes. It is the duty of assessors 
to equalize valuations of individual prop- 
erties according to the criterion of value 
prescribed by law. Were all assessors 


* Professor of Economics, University of Wisconsin. 
** Assistant Professor, Oklahoma A. & M. College. 


thoroughly competent and working under 
ideal conditions, the task of equalization 
itself would be fulfilled with the comple- 
tion of the assessment roll. Because all 
assessors are not thoroughly competent 
and because the conditions under which 
they work are not ideal, the need for 
further equalization does arise. 

But equalization is not to be confused 
with review. As the terms are used in 
Wisconsin, central assessment involves 
the valuation of districts as such, for the 
purpose of apportioning the taxes of the 
central units of government. Review in- 
volves the quasi-judicial adjustment of the 
assessment of individual taxpayers. The 
two institutions are mixed more or less 
indiscriminately in some states, a fact 
which we believe is not conducive to good 
property tax administration. 

Central assessment. in Wisconsin di- 
rectly affects only state and county gen- 
eral property taxes. It does not immedi- 
ately alter town, school, city, or village 
taxes. In 1939 total county taxes amount- 
ed to 33.85 per cent, and state taxes to 
.8 per cent, of the total general property 
taxes. Apparently 65 per cent of the gen- 
eral property taxes in 1939 were thus not 
affected directly. by equalization. But, as 
will be seen, equalization has indirect 
effects of a very high order upon all gen- 
eral property taxes. 


Development of Central Assessment 


During most of the period before state- 
hood, the territorial government of Wis- 
consin was financed largely by a levy on 
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counties equal. to 5 per cent of the prop- 
erty taxes which each county raised for 
its own purposes.’ Consequently, there 
was no need to value property for state 
tax purposes. When, in 1845, the terri- 
torial government attempted to effect a 
transition to the value of property as a 
basis for determining the relative amount 
of taxes to be levied on each county, it 
was confronted with the necessity of de- 
termining the relative value of counties. 
No information was readily available for 
this purpose, not even the aggregate as- 
sessment by counties. Hence, the first 
efforts were directed toward securing this 
assessment information. It was soon rec- 
ognized, however, that the local data were 
a very imperfect index of the territorial 
distribution of wealth, and that to use un- 
adjusted local assessment data to distrib- 
ute central taxes, and with no effort to 
correct inequalities, would reward most 
those counties which, by undervaluation, 
had departed most from the law. Accord- 
ingly, the legislature of 1852 provided for 
a state board of equalization. The board 
was powerless and ineffective until 1854 
when the law made provision for enforced 
returns from local assessors.* Until 1858 
this board consisted of state officers, such 
as the governor, secretary of state, attor- 
ney general, and so forth, who served in 
ex officio capacities.* Early boards had a 
difficult task. The negligible degree of 
local cooperation is indicated by the fact 
that many counties persistently neglected 
or refused to make returns of assessment 
information. When the state board began 
its work, only about half of the counties 
were making returris and not all of those 
rendered were in conformity with the 


*Laws of Wisconsin Territory, 1837-38, No. 93. 

*Laws of Wisconsin, 1852, Chap. 498. 

*R. V. Phelan, Financial History of Wisconsin, 
University of Wisconsin Bulletin, Economic and Po- 
litical Science Series, 193, Madison, 1908, p. 321. 

‘Idem. 


law.” In 1854 the secretary of state de- 
clared that any attempt to equalize on the 
basis of such incomplete information ob- 
liged members of the board to “draw more 
largely than they desired upon the discre- 
tion allowed them.’® One observer, writ- 
ing in 1905, claimed that the board of 
1872 was the first one to have before it a 
complete set of returns.’ 

In addition to these missing and incom- 
plete returns, early boards were handi- 
capped by the dearth of other information 
which has since proved helpful in the 
work of equalization. In 1869 the secre- 
tary of state reported that the legislature 
had required the assessor to gather statis- 
tics concerning the number and kind of 
properties, as well as their value, and that 
these data were being reported. Some 
data of this sort were also available in the 
census reports. The regular reporting of 
sales of property, which later became the 
“king pin” in the equalization process, 
was recommended as early as 1852,° and 
finally became a law in 1873.'° Although 
certain sales information was published 
annually thereafter in the secretary’s re- 
ports, there is no evidence that any ex- 
tensive use was made of it before 1899. 


The fact that state and county equali- 
zation was admittedly crude and weak 
was responsible, not only for the mal-dis- 
tribution of state and county taxes, but 
also for the undermining of the efficiency 
of the entire assessment process. In the 
early years the secretaries of state com- 
plained that assessment districts were en- 


> Idem. 

*Annual Report of the Secretary of State, Madi- 
son, 1854, p. 43. 

‘J. D. Barnett, “State Administration of Taxa- 
tion in Wisconsin,” Transactions of the Wisconsin 
Academy of Sciences, Arts, and Letters, Vol. 15, 
Part I, Madison, 1905, p. 168. 

8 Annual Report of the Secretary of State, Madi- 
son, 1869, pp. 22-24. 

° Ibid., 1852, pp. 16-17. . 

™ Laws of Wisconsin, 1873, Chap. 210. 
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gaging in competitive undervaluation. In 
vain they sought to assure the assessors 
that compliance with the law would not 
be prejudicial to the interests of their dis- 
tricts. Assessors did not trust the secre- 
taries—probably with good reason. To 
make their statements more convincing, 
the state authorities called their appor- 
tionment an “assessment” rather than an 
equalization." However, this seems to 
have had no revolutionary consequences. 
It was said that the board of 1878 made 
“the first endeavor honestly to live up to 
the law and equalize in fact as well as in 
name.,”’? 

In 1858 the ex officio board was abol- 
ished, partly because it was thought to be 
“anti-republican.”"* In its place a new 
board was created, consisting of the secre- 
tary of state and all members of the state 
senate. As one would expect, results were 
far from encouraging. To the sins of the 
old board was now added that of log- 
rolling. Not only were the local assessors 
out to save their own districts from a por- 
tion of the centrally levied taxes, but also 
the senators sitting on the State Board 
were there to speak kindly of their con- 
stituents. In 1873 the ex officio type of 
board was restored.** 

Perhaps the greatest step forward in 
the development of a defensible state as- 
sessment was taken in 1901. In that year 
the state tax commission was given gen- 
eral supervision of the system of taxation 
in the state, general supervision over as- 
sessors and local boards of review, as well 
as authority to require information re- 
lating to assessments of individuals and 
corporations. The office of county super- 


“Op. cit., pp. 167-168. 

* Wisconsin State Journal, December 10, 1878; 
quoted by J. D. Barnett, “State Administration of 
Taxation,” p. 168. 

* Tbid., p. 166. 

*R. V. Phelan, Financial History of Wisconsin, 
p. 334. 
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visor of assessments was created to assist 
local assessors and to aid the tax com. 
mission in securing data for the state as. 
sessment. And finally, the tax commission 
was made the state board of assessment, 

Almost immediately the tax commis- 
sion was faced with the need for a vigor- 
ous equalization policy. For years it had 
been known that property throughout the 
state was underassessed. The railroads, 
resisting ad valorem assessment, pre- 
sented this fact as a principal argument 
against a new system of public utility tax- 
ation. The tax commission urged the as- 
sessors to obey the law which required 
full assessment, assuring them that this 
would be the best policy, that now at long 
last they could feel certain that a high local 
assessment would not mean a high cen- 
tral assessment for their districts. It re- 
mained to be seen whether the commission 
would have the courage to practice its own 
preaching. Some courage was required, 
for the state had a fixed school tax rate 
based on the central assessment, and to 
increase the taxable valuation of the state 
would mean an equivalent increase in the 
amount of the state school tax levy. While 
this could be remedied by legislation, it 
would have an immediate, disturbing po- 
litical effect. It is recorded that in this 
situation two of the members of the tax 
commission, against the advice of the 
third and of the governor, decided to 
stand by the law. As a result, the state 
assessment in 1901 was raised from 
$630,000,000 to $1,436,284,000, certain- 
ly a bold and courageous act.’® One of 
the commissioners who supported the in- 
crease later observed that his stand had 
been vindicated, particularly because of 


the strength it gave to the state in the 


*7N. P. Haugen, Pioneer and Political Reminis- 
cences, State Historical Society of Wisconsin, Madi- 
son, 1930, pp. 130-132. 
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inauguration of the ad valorem tax on 
railroads.*® 

The early 1900’s saw the introduction 
and rapid perfection of the “real-estate- 
sales’ method of equalization. Informa- 
tion as to sales had. been reported since 
1873.17 The information required in- 
cluded a description of parcels of real 
estate transferred, the consideration or 
sales price involved in the transfer, and 
the latest assessment for such parcels. 
Since the statutory standard of valuation 
was market value—“what could ordi- 
narily be obtained at a free private sale” 
—these data provided an excellent basis 
from which to calculate the degree of un- 
dervaluation in each district and, from 
this and the assessment figure, the proper 
value for the district. (The sales price of 
the sold properties is to the assessed value 
of these items as the true value of the dis- 
trict is to its assessed value.) These data 
cast no light on the amount of property 
omitted from the assessment rolls, such 
as money and credits, but they did pro- 
vide a significant basis for the determina- 
tion of true taxation district values. 

The real estate sales method of equali- 
zation developed by the commission was 
explained and defended by Professor 
Adams in 1908."® He stated that the sys- 
tem had undergone “the closest scrutiny 
and revision” in recent years, and declared 
that he found himself “more and more 
convinced of its substantial accuracy.”?® 
He referred to the use of a five-year aver- 
age of sales to reduce erratic consequences 
due to an insufficient sample of sales ; also, 


* Idem. 

"This far-sighted legislation, considerably ahead 
of its era, was sponsored by F. W. von Cotzhausen 
of Milwaukee, whose name is often associated with 
early attempts to improve the Wisconsin tax system. 

™T. S. Adams, “Valuation of Real Estate by the 
Wisconsin Tax Commission,” Proceedings of the 
eg Academy of Social Sciences, 1907, pp. 

9-104, 

* Ibid., pp. 81-83. 


to the use of refinement through fielding 
the sales—that is, investigating them so 
that those made under circumstances not 
typical of the market (such as transactions 
among relatives) could be discarded. 
However, investigation had established, 
so he said, that “with practically no care 
or precaution at all, the results in a large 
majority of instances will be surprisingly 
near the truth.””° 

At first there were many objections to 
the use of sales as an index of taxable 
values. The supervisors offered frequent 
objection. They stated that sales in many 
districts were too few to provide an ade- 
quate sample. Moreover, it was said that 
sales, while representative of particular 
classes of property, might not disclose the 
assessor’s bias toward other classes. Since 
fielding had become highly developed and 
the supervisor was expected to use his 
judgment as to whether to include or ex- 
clude a sale, it was claimed that the ob- 
jectivity of the sales method had been 
over-rated.* 

As time went on, however, confidence 
in the use of the sales method for equali- 
zation purposes became quite general in 
Wisconsin, and developed into something 
like a dogma. The commission, while 
claiming no infallibility for the method 
and admitting its inapplicability in special 
circumstances, steadily maintained that 
the sales method afforded in most in- 
stances a more accurate standard than any 
other suggested method. This procedure, 
it said, had the advantage of uniformity, 
objectivity and accuracy. It could and did 
command the greatest respect from the 
public.?? 


” Ibid., p. 83. 

tJ. Roy Blough, “Recent Developments in Meth- 
ods of Real Estate Tax Equalization in Wisconsin,” 
Journal of Land & Public Utility Economics, May, 
1934, pp. 139-141. 

See Wisconsin Tax Commission, Report, 1914, 
"pp. 39-41; ibid., 1920, pp. 12-13. 
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During the twenties, as a result of 
changed economic conditions, the sales 
method became the subject of renewed at- 
tack. Agricultural property, after 1920, 
encountered a falling and limited market, 
while urban values, after a sharp decline, 
recovered rapidly and rose to new heights. 
Those exchanges of rural property which 
did occur were heavily weighted with li- 
quidation sales; in some districts a year 
or more might pass without a single sale 
which could be called representative. Ru- 
ral property was becoming more differen- 
tiated, particularly in districts which de- 
veloped a resort business. This made it 
difficult to get a representative sample 
with which to check assessments. In the 
case of urban sales, the consideration was 
often confused by purchases of land on 
contract. At the same time, the upward 
trend of property taxes increased the im- 
portance of precision in’ equalization. 

Judge Charles D. Rosa, who came to 
the commission in 1921, took the lead in 
calling attention to these conditions. A 
close student of the property tax, he made 
a thorough analysis of the sales method 
and came to a conclusion very different 
from that arrived at by the pre-war tax 
commissions. In his address to the super- 
visors in 1925,73 Judge Rosa cited in- 
stances to show that the use of a single 
year’s sales values would and did result in 
violent fluctuations in district totals from 
year to year. He suggested that averages 
of untrustworthy figures were likewise un- 
trustworthy. He stressed the fact that 
values arrived at by the sales method were 
frequently contradicted by those arrived 
at by reassessment and other methods. In 


* Charles D. Rosa, The Wisconsin Real Estate 
Sales Method of Equalization, paper read at the 
Annual Meeting of the Assessors of Income, Madi- 
son, 1925. See also H. R. Briggs, The Determination 
ot the True Value of Real Estate for the Purpose of 
Equalization, paper read at the Annual Conference 
of Assessors of Income and Auditors, 1923. 


some cases the addition or subtraction of 
one sale would greatly affect the results, 
The validity of a five-year average broke 
down when rural and urban values started 
to move in opposite directions, discrimi- 
nating heavily against rural property. The 
law called for assessment at what prop- 
erty would “ordinarily” sell for; thus, no 
particular sale could be accepted as a con- 
clusive index of values. But “. . . it proved 
almost as difficult to break down the gen- 
eral faith in the sales method as it had 
been earlier to build up this faith.’’** 


So much for the development of state 
equalization down to what may be called 
the current period. A word should be 
added regarding the parallel evolution of 
county equalization. 

Since statehood, there has been equali- 
zation on the county as well as on the 
state level. Since 1865, except for minor 
changes, the county board of supervisors 
has been responsible for the county assess- 
ment of taxation districts, subject only 
since 1880 to review by the state.” 


* J. R. Blough, “Recent Developments in Methods 
of Real Estate Tax Equalization in Wisconsin,” 
Journal of Land & Public Utility Economics, May, 
1934, p. 143. 

> Experimentation with county equalization ma- 
chinery followed somewhat the same lines as that at 
the state level, except that the counties mixed in the 
review function to some extent.. From 1849 to 1858 
local assessors were required to send their assessment 
rolls to the county board of supervisors for equali- 
zation (Wisconsin Revised Statutes, 1849, Chap. 15, 
Sec. 34.37). In 1858 the duty of equalizing assess- 
ments was transferred from the county board of 
supervisors to the county board of equalization, com- 
posed of one assessor from each local unit. This 
board was to equalize the valuations of real prop- 
erty only (Laws of Wisconsin, 1858, Chap. 115). 
In 1858 the county board of supervisors was given 
the duty of equalizing the value of real property 
and was authorized to increase or lower the valua- 
tion of any tract of land but not to reduce the 
aggregate valuation of the real property in the coun- 
ty (Ibid., 1859, Chap. 167). At the same time 4 
separate county board of equalization was created 
(composed of county clerk. county treasurer, county 
judge, and register of deeds) to equalize the assess 





per 
pert 
tum 
was 
bers 


bers 
was 


6c 
ably 
city 

ment. 
boarc 
boarc 
tion, 

local 

vidua 
Legis] 
count 
the cl 
alderr 
villag 
the e 
perso! 
count; 
538). 
26 V 
p. 79. 


on of 
sults, 
broke 
farted 
Crimi- 
. The 
prop- 
1s, no 
1 con- 
roved 
> gen- 
t had 


state 
called 
Id be 


on of 


quali- 
n the 
minor 
visors 
ssess- 

only 


fethods 
-onsin,” 
, May, 


yn ma- 
that at 
| in the 
to 1858 
essment 
equali- 
ap. 15, 
assess- 
ard of 
n, com- 
. This 
| prop- 
. 115). 
Ss given 
roperty 
valua- 
ice the 
e coun- 
time 4 
created 
county 
assess- 


PATTERN OF SUCCESSFUL PROPERTY TAX ADMINISTRATION — 305 


County experience with equalization 
prior to 1900 was similar to that of state 
equalization. The tax commission of 1898 
reported that county assessment had be- 
come a disgraceful struggle among the 
members of the county board, each striv- 
ing to help his own district at the expense 
of the others. Members of the county 
board from the towns were often arrayed 
against those from the city. Whichever 
side was in the minority proceeded to cre- 
ate more towns or wards in an attempt to 
obtain majority control of. the county 
board. The commission quoted the fol- 
lowing from the Milwaukee Sentinel of 
November 19, 1898 :?¢ 


“The Brown County Board of Super- 
visors has. increased the city of Green 
Bay’s property valuation $412,000 over 
the report made by the Committee on 
Equalization. This is an increase of 20 
per cent of the valuation as reported. 
... The resolution. was presented by Su- 
pervisor Boex of De Pere and created a 
tumult upon the floor of the meeting. It 
was strongly opposed by the urban mem- 
bers of the board, while the rural mem- 
bers heartily supported it. The resolution 
was finally passed by a vote of 13 to 18. 
. “The outcome of this action will prob- 
ably be the increase of the wards in the 
city to double the number which it now 


ments of personal property. In 1860 this second 


board of equalization was abolished and the county 
board of supervisors, acting as a board of equaliza- 
tion, was required to equalize the assessments of 
local units rather than the assessed values of indi- 
vidual parcels of property (Jbid., 1860, Chap. 295). 
Legislation in 1861 altered the composition of the 
county board of equalization so that it consisted of 
the chairman of town boards of supervisors and one 
alderman from each city -ward and _ incorporated 
village (Ibid., 1861, Chap. 129). Four years later 
the equalization of assessments of both real and 
personal property was again made the duty of the 
county board of supervisors (Jbid., 1865, Chap. 
538). 

* Wisconsin State Tax Commission, Report, 1898. 
p. 79. : 


has. An ordinance will be presented to 
the council authorizing the increase of the 
wards so as to increase the number of city 
members on the County Board as a means 
of future safety against increases in the 
valuation of city property of that body.” 

Following the creation of the tax com- 
mission and the inauguration of super- 


visors of assessment in 1901, the prob- 


lems of county assessment have tended to 
disappear. In 1914 the commission ex- 
pressed its view of the subject as follows: 
“When county boards disregard the re- 
port of the assessor of incomes they pro- 
ceed without chart or compass, and the re- 
sult is often grotesque.”*” Over a period 
of years the difference between county and 
state assessments has largely vanished. 


Reasons for Central Assessment 


Before further attention is given to cen- 
tral assessment techniques, some further 
elaboration of the purposes of central as- 
sessment may be timely. 

The principal objective of central as- 
sessment in Wisconsin is, and always has 
been, to smooth out inequalities in the 
general property tax burden growing out 
of the use (knowingly or unknowingly) 
of different assessment standards in the 
1,793 primary assessment districts of the 
state. In recent years, however, other in- 
terests have added much to the desirabil- 
ity of an effective central assessment de- 
spite the near-abandonment of general 
property taxes for state governmental pur- 
poses. Without ranking for relative im- 
portance, the various reasons for central 
assessment are reviewed here. 

(1) Tax Burden of Centrally Levied 
Taxes Equalized. The first purpose of 
central assessment to be considered is that 
of equalizing the burden of centrally lev- 
ied taxes. Even though state general 


* Wisconsin Tax Commission, Report, 1914, p. 41. 
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property taxes have largely been aban- 
doned, the state still has a great interest 
in the equitable distribution of taxes 
among other units. In 1938 the tax com- 
mission reported that more than half of 
county taxes result from mandatory ex- 
penditures in connection with highways, 
corrections, and education.*® This means 
that counties must perform certain func- 
tions and pay for certain costs over which 
they exercise little, if any, control. Thus, 
the state has a direct concern in the equi- 
table spread of county taxes among taxa- 
tion districts in each county. Of course, 
the state has an indirect concern in the 
proper distribution of all taxes. 


(2) Assessments by Classes of Prop- 
erty Equalized. Since assessors often use 
different assessment standards for differ- 
ent classes of property, some method of 
equalizing the assessments within the as- 
sessment district, as well as with similar 
classes of property in other districts, is 
necessary if the legal standard is to be fol- 
lowed. In some states this is accomplished 
(at least in contemplation of law) by per- 
mitting the equalization agencies to make 
mass changes by classes of property with- 
in assessment districts. In Wisconsin this 
objective is not directly obtainable, al- 
though the system of assessment super- 
vision has helped to accomplish the same 
end; that is, neither the county nor the 
state assessment can change individual as- 
sessments by classes of property. How- 
ever, the annual statistical reports, pre- 
pared for each county by the supervisors 
of assessments and submitted to each 
county board for adoption as the county 
as well as the state assessment, show both 
the full and the assessed valuation of each 
class of property in each taxation district. 
In other words, the supervisor arrives at 
his recommended full value of a taxation 


* Wisconsin Tax Commission, Report, 1938, p. 18. 
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district by classes of property. Publica- 
tion of this information has helped to 
minimize inequalities among the assess- 
ments of different classes of property. Not 
only are the assessors made aware of the 
classes of property that are being under- 
assessed, but the governing boards and 
the people are also apprised of the facts.” 

Equalization by classes of property is 
particularly important in the case of in- 
dustrial property, where the local pressure 
for a favored rating is likely to be espe- 
cially strong. 

(3) Tax Rate Limitation Made Effect- 

ive. Tax rate limitations in Wisconsin 
are based partly on the value determined 
by the Department of Taxation and this 
adds another reason for effective equali- 
zation. Generally, county tax rate limita- 
tions are in terms of full and true value of 
the county as shown by the county assess- 
ment. 
(4) Local Debt Limitations Made Ef- 
fective. Limitation on local governmental 
indebtedness is also based on the state 
assessment. This avoids the possibility of 
extending indebtedness by the manipula- 
tion of local assessments. 

(5) Basis for Distribution of School 
Aids. The state assessment also plays an 
important role in the Wisconsin system 


*” However, care is sometimes taken in changing 
the county assessment because of the undervaluation 
of classes of property to permit local assessors to put 
their houses in order. To illustrate, the county board 
of one county was dissatisfied with assessments in 
one town because of the undervaluation of much 
lake property. When reappraised, the value of the 
town showed a total increase of 46 per cent. To 
have used these values as a method of apportioning 
the state and county tax would have greatly in- 
creased the taxes apportioned to the town. How- 
ever, because assessments are not changed by the 
equalization process, this increased tax burden would 
have fallen mainly on other property in the town. 
largely farm property. Therefore, the county board 
was persuaded not to change values until the local 
assessor had had a chance to change his asse-sments 
the following year. 
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of state aids to local governments. State 
aids, involving distribution to local gov- 
ernments on the basis of the value of 
property, are distributed according to the 
state assessment. Most important is the 
common school equalization fund, which 
is distributed according to a formula in- 
volving full valuation of school districts 
as calculated by the department of taxa- 
tion.*° These aids run to much larger 
sums than the state’s levy on general 
property. 

(6) Division of Cost of Joint Projects. 
The state assessment provides an equi- 
table means of dividing the cost of joint 
projects among different local govern- 
ments. Counties must aid towns in con- 
structing and repairing certain bridges, 
the amount of the aid being governed ac- 
cording to the equalized value of the town. 
Likewise, cost of construction of certain 
bridges extending into several local gov- 
ernmental units is apportioned according 
to the equalized value of the units. 

(7) Defeat of Competitive Undervalu- 
ation. If an assessor knows that a good 
job of assessing property in his taxation 
district will not penalize his own neigh- 
bors, he is much more likely to follow the 
statutory standard of full assessment. The 
importance of this in sustaining the mor- 
ale of assessors is crucial. 

(8) Minimize Rural-Urban Conflict. 
Non-political state and county assessments 
have practically eliminated the long- 
standing quarrels, between towns on the 
one hand and cities and villages on the 
other, as to which should bear the larger 
part of the state and county tax burden. 
Though there are still instances of town- 
versus-city fights in Wisconsin, they have 
been largely eliminated from the property 
tax field. Prior to 1900 the rural-urban 
conflict was vicious. 

(9) Equitable Rate for the Taxation of 


"Wisconsin Statutes, 1941, 40.87 (2). 


Railroads and Utilities. The state assess- 
ment in Wisconsin is an important part 
of the process of obtaining the average 
state rate for taxation of railroads and 
many inter-district utilities.** This rate is 
obtained by dividing the total property tax 
of the state (including taxes levied by all 
subdivisions) by the equalized value of 
all taxable property.*? The average state 
tax rate is then applied to all property as- 
sessed by the department of taxation. Use 
of the average state tax rate on state as- 
sessed property, calculated according to 
the full value of property, accomplishes 
the objective of equalizing the burden of 
taxation between property assessed by the 
department of taxation and that valued 
by local assessors. lf assessed values were 
used in calculating the average state rate, . 
the effective tax rate on utility property 
would be somewhat higher than that on 
property assessed locally. 

(10) Limitation on Income Taxes Dis- 
tributed to Local Units. The law provides 
that where income taxes apportioned to 
local units exceed 1 per cent of the equal- 
ized value of all property in the local unit, 
the excess is paid to the county and dis- 
tributed to the several towns, villages, and 
cities according to the school population 
therein.** 

The above list of uses to which the cen- 
tral assessment is applied should be suf- 
ficient to convince the most skeptical that 
state governments, and even the federal 
government, should be vitally interested 
in effective state equalization. 


Methods of Equalization 


Attention may now be turned to the 
techniques of equalization currently em- 


ployed in Wisconsin. It is helpful to re- 


™ [bid., 76.01. 
* [bid., 76.12. 
* [bid., 71.19 (i). 
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call that there are two main methods of 
equalization used in the United States. 
The essential difference between them is 
that under the first method, large numbers 
of individual assessments must be cor- 
rected on the assessment rolls to make 
possible a uniform rate of centrally-levied 
taxes, and under the second, the central 
unit assigns such local unit the amount it 
must raise, with instructions to set the 
tax rate accordingly. ; 

The second method of equalization, 
such as is used in Wisconsin and Michi- 
gan, involves no en masse changes in the 
valuation of property for tax purposes, 
but somewhat the same purpose is accom- 
plished by varying the tax rate of cen- 
trally-levied taxes according to’ the extent 
to which assessments in the taxation dis- 
trict approximate statutory standards. Al- 
though this method is not so widely used 
as the first described above, it is some- 
what more simple: in. actual practice, 
though more difficult to describe and to 
fully understand. 

For instance, in Minnesota all changes 
in local assessment ordered by the local 
boards of review, the county and state 
board of equalization each sitting as a 
board of review or equalization, must be 
niade in the individual assessments as re- 
turned by the township, village or city 
assessors—the result being, at least in 
law, the final equalized and true value of 
the property assessed. With all this jug- 
gling going on with individual assess- 
ments, it is obvious that the local assessor 
would scarcely be able to recognize his 
own work. 

In Wisconsin, however, normally the 
only changes made in the local assessment 
after completion by the local assessor are 
those made by the town, village, and city 
boards of review, while the county and 
state assessment (equalization) involves 
no change in individual assessments as re- 
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turned by the local assessor and approved 
by the local board of review. Instead, the 
full value of property in a taxation dis- 
trict is arrived at independently by the 
supervisor of assessments, working in 
conjunction with the state department of 
taxation. Then the amounts of taxes ac- 
tually levied are apportioned to the taxa- 
tion districts for collection on the basis of 
“true” values calculated by the supervisor 
and approved by the department of taxa- 
tion. Local taxation districts can then set 
their tax rates at such a level as will yield 
the required amount of centrally levied 
taxes on the basis of. the local assessment. 
Thus, in Langlade County in 1938 the 
county tax rate in Evergreen Town was 
28 mills on the basis of a ratio of assess- 
ment of 41 per cent, while in Norwood 
Town, where the ratio of assessment was 
reported at 82 per cent, the county tax 
rate was only 14 mills. 


County boards are one of two classes 
of central assessment agencies in Wiscon- 
sin. These boards are composed of the 
chairman of each town and an elected su- 
pervisor from each village and city ward 
in the county. They are required to make 
the “assessment of taxation districts” at 
their annual meeting in November. Their 
task involves the determination of the full 
value of property in all taxation districts 
of the county. 

As a general rule, the basic work of the 
county board is performed by the equali- 
zation committee of the board and by the 
supervisor of assessments. For example, 
supervisors of assessments are required 
by law to meet with the equalization com- 
mittee prior to September 1. Supervisors 
of assessment are also required by law to 
make reports to county boards each year, 
showing in detail the work of local as- 
sessors in their several districts, the fail- 
ure, if any, of such assessors to comply 
with the law, the relative, assessed—and 
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full—value of property in each taxation 
district, and all such information and sta- 
tistics as may be obtained which will be of 
assistance to the county board in deter- 
mining the relative value of all taxable 
property in each taxation district in the 
county. 

The second central assessment agency 
is the department of taxation (formerly 
the tax commission). Their equalization 
is known as the county assessment, and is 
based almost exclusively on the recom- 
mended values submitted by the super- 
visors of assessments. Regulations of the 
department of taxation require the super- 
visor of assessments to submit his recom- 
mended values to the department for ap- 
proval by not later than September 1. In 
turn, the department is required to com- 
plete the county assessment by September 
15th. 

The central assessment of property by 
the department of taxation is completed 
almost two months before the county 
board makes its assessment of taxation 
districts in the county. In many states the 
completion of the state assessment or the 
state equalization follows, not precedes, 
the county equalization. The reason for 
the difference is that in Wisconsin the 
apportionment of centrally levied taxes be- 
gins on the state level and proceeds to the 
county, thence to the taxation districts, 
and finally to the individual property own- 
ers. This difference in procedure has given 
the department of taxation an opportunity 
to make its recommended values before 
the county board has had a chance to 
make up its mind on the value of prop- 
erty. Since the county board is not com- 
mitted, it is not necessary to make an 
about-face when the recommendations of 
the department of taxation are received. 

Taxation district values recommended 
to the county board by the district super- 
visor of assessments are the same as those 
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approved by the department of taxation 
in making the county and state assess- 
ments. In recent years the widespread 
acceptance of the recommendations of the 
supervisor of assessments has meant that 
the taxation district assessment and the 
state assessment are identical. In 1938 
there were only two counties that did not 
accept the supervisors’ recommended val- 
ues. In one case, the board cut all recom- 
mended values a flat 10 per cent as an 
indirect means of holding down county 
tax levies. The other county cut all rural 
lands in the county while maintaining the 
recommended values on improvements 
and personal property. Except for a slight 
shift of the burden from land to improve- 
ments and from rural to urban areas, little 
was accomplished by the change.** 

Turning now to the techniques involved 
in finding assessment levels, the super- 
visors of assessment and the department 
of taxation have used three principal 
sources of information in making the cen- 
tral assessment of real estate—sales data, 
appraisals, and “mass assessments.” Real 
estate values, prior to 1921, were ob- 
tained mainly from the ratio method of 
handling sales of real estate. The -subse- 
quent breakdown of this method led to 
the development of additional tools. Nev- 
ertheless, the voluntary sale of real estate 
still remains the sign-post by which all 
central assessment procedure is guided. 
A variety of information sources are used 
for the central assessment of personal 
property. 


* Aldro Jenks, “How Wisconsin’s Plan of Super- 
vision Works in Practice,’ Proceedings of the Sixth 
National Conference in Assessment Administration, 
National Association of Assessing Officers, Chicago, 
1940, pp. 23-34. If taxation districts are dissatisfied 
with the recommendations of the county board, an 
appeal may be made to the department of taxation 
requesting a reequalization. This involves a revalu- 
ation of the taxation districts by the department 
(Wisconsin Statutes, 1941, 70.64). 
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Limitations of Sales Data 


Over a long period of years the experi- 
ence of the department of taxation and the 
supervisors of assessments indicated that 
the use of sales data exclusively for build- 
ing taxation district values was subject 
to important limitations. 

Number of Sales. In only a few taxa- 
tion districts have the number of sales oc- 
curring in any given year been an ade- 
quate sample of property values. In 1930 
the tax commission emphasized that all 
too frequently sales were not available in 
a sufficiently large sample to provide re- 
liable indices for market value, especially 
in rural districts. The commission re- 
ported that in dozens of towns there was 
not a single usable sale during the year, 
and in a majority of towns there were 
very few. The report stated that reliable 
figures could seldom be obtained where 
total value of sales constituted less than 
10 per cent of the taxable property in a 
district. The commission also emphasized 
that even if there were a sufficient number 
of sales, the fact that certain classes of 
property tended to sell more frequently 
than others seriously limited the useful- 
ness of sales data as a measure of all prop- 
erty values.* 

A sample study of the usable sales of 
residential and business property in the 
city of Janesville for the period 1933-1939 
illustrates the non-representative character 
of sales data.** In 1939 there were only 
three sales of business property, all of 
which were seriously weak on various 
points. In 1934 there were only 18 usable 
sales of residential property, as compared 
with 80 in 1937. In 1933 there was only 
one usable sale of residential property 
valued in excess of $2,500. In contrast, 

* Wisconsin Tax Commission, Report, 1930, p. 14. 
* Usable sales are those sales which, after thor- 


ough investigation, are considered representative of 
value of property in the district. 
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there were many properties listed on the 
tax rolls and valued in excess of $10,000. 

During the earlier depression years, the 
low or medium valued properties were the 
only ones for which there was a ready 
market. Because of the common tendency 
to assess lower valued properties at a 
higher ratio of full value than more ex- 
pensive properties, a sales ratio secured 
from sales of such low-valued properties, 
if applied to the entire assessment, would 
result in a higher index of property values 
than actually existed. 

Fielding Sales. Information from buy- 
ers and sellers alone is not sufficient to 
indicate whether a sale represents general 
market conditions of property. Therefore, 
it is necessary to inspect (to “field’”) all 
properties that are sold. For example, 
two farms in the town of Pleasant Prairie 
were sold, one of 94 acres to a “sick” 
Chicago mechanic for $21,000, and the 
other of 80 acres to a “Waukegan man 
for $30,000 cash.” The first, according 
to the supervisor of assessments, was 
worth the price paid; but the second was 
not. Only by inspecting these two prop- 
erties could these facts have been deter- 
mined. Actually, the second sale was 
“erratic” and the price paid was not justi- 
fied by the circumstances. In neither case 
was the purchaser familiar with the values 
of other farms in the locality. The tax 
commission concluded that it was unrea- 
sonable to suppose that the action of a 
“sick” mechanic from Chicago or that of 
a Waukegan (‘bootlegger,” neither of 
whom had sufficient knowledge of farm 
prices in the locality, would be a better 
basis for equalization than inspection 
made by intelligent persons familiar with 
market values of farms as well as other 
conditions affecting farm values in that 


neighborhood.** 


*™ Wisconsin Tax Commission, Manual for Super- 
visors of Assessment, 1931, p. 74. 
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Erratic Character of Sales. In 1930 a 
special study was made by the Wisconsin 
Tax Commission in each of the 1,789 
assessment districts in the state. Districts 
were classed as either normal or “erratic.” 
Normal districts were those in which val- 
ues, as reflected in sales data, changed 
gradually from 1920 to 1924—the period 
covered by the study. Erratic districts 
were those in which the estimated full 
values on the basis of usable sales moved 
in an improbable way. If dips or rises in 
district values were over 10 per cent from 
year to year, the district was placed in the 
erratic class. The results of the study 
showed that 69.5 per cent of the towns, 
66.5 per cent of the villages, and 35.8 per 
cent of the cities—or 66.1 per cent of all 
assessment districts in the state—were in 
the erratic class.** 

The commission further subdivided the 
erratic districts into those which were 
“erratic” and those which were “highly 
erratic.” The latter were districts with 
changes so violent as to make it unbe- 
lievable that real estate values could, by 
any stretch of the imagination, have va- 
ried so widely. Changes of 25 per cent or 
more in a single year were relatively com- 
mon. Approximately 25 per cent of the 
towns, 20 per cent of the villages and 1 
per cent of the cities were classed as high- 
ly erratic.*® 


™ Wisconsin Tax Commission, Report, 1930, p. 16. 

*Some of the main reasons for the erratic char- 
acter of sales data were listed as follows: “Too nar- 
row a base brought about by having too few sales; 
slovenly investigation of sales; investigating sales 
with little or no regard for the rule of the statute; 
the limitation placed upon investigation of sales by 
lack of time and opportunity; lack of classification 
of property of a taxation district, with the result 
that a ratio obtained from the sales of one class of 
property is applied to an entirely different class of 
property which may be assessed, and usually is as- 
sessed, at a different ratio, and last, but most con- 
trolling, an erratic assessment.” (Wisconsin Tax 
Commission, Manual for Supervisors of Assessment 
1931, p. 74.) 


The tax commission stated that fully 
50 per cent of the troubles encountered in 
the use of the ratio method of handling 
sales arose through three erroneous as- 
sumptions, which they listed as follows :° 
(1) It was assumed that the local assess- 
ment was a constant, when, in fact, it is 
always a variable and, in entirely too 
many taxation districts, so highly variable 
and erratic that it is impossible to apply 
any ratio, obtained from specific sales, to 
the total assessment of the district with- 
out obtaining values so erratic as to be 
worthless, (2) Values derived from 
sales contain no element of human judg- 
ment but are derived by a more or less 
mechanical process and are automatically 
the same whether the work is done by one 
person or another—even persons whose 
judgment and standards of values are far 
apart. (3) Good values may be obtained 
by averaging bad values. 

Rejection of Sales. The field study 
conducted by the authors in 1939 dis- 
closed that a large proportion of the trans- 
fers of property reported to the depart- 
ment of taxation were rejected because 
no consideration was involved, or the re- 
ported consideration was not a reflection 
of market value. Some of these reasons 
and their numerical importance were 
clearly revealed in the tabulation of the 
causes for rejection of 1,455 sales in the 
City of Janesville for the period 1933 to 
1937, inclusive. Approximately one-fifth 
of the sales (19.2 per cent) were rejected 
because land contracts were involved ;* 
one-tenth (9.5 per cent) were eliminated 
because of transactions between relatives ; 
and more than one-fourth were excluded 
because of “title difficulties.” The re- 


“ Ibid., pp. 75-77. 

“One may question the necessity of rejecting land 
contract sales; perhaps some classification of these 
transactions and some study of their relationship to 
the more usual type of transfer would make this 
sizeable volume of exchanges usable. 
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mainder were weeded out for a variety 
of reasons, of which forced transfers was 
the most common.*” 


A ppraisals as a Supplement 
to Sales Data 


Widespread recognition of the limita- 
tions of sales data as the sole method of 
arriving at full value of taxation districts 
led to the use of appraisals. The fielding 
of sales, previously discussed, involved 
some appraising. Each reported sale of 
property was appraised by the supervisor 
for two purposes: first, to determine 
whether the sale reasonably represented 
the value of the property, and second, to 
“school” the supervisor’s judgment. As 
one supervisor stated, ‘Our judgment of 
values must be a carry-over from our past 
experience, modified or confirmed by 
such sales as exist today.’’** Thus, ap- 
praisals were only one step removed from 
sales. 

A common procedure followed by a 
number of supervisors in making supple- 
mental appraisals in a taxation district 
was to start off first by viewing proper- 
ties which had been transferred since the 
last time the district was worked. These 
properties were viewed (a) to discover 
what sales were usable, (b) to determine 
what types of property were being sold, 
and (c) to prime the supervisor’s judg- 
ment on values of property in the particu- 
lar taxation district. Most of the super- 


“The Janesville information was tabulated from 

sales cards on file in the Supervisor of Assessment’s 
Office, Madison, November, 1939. For a further ac- 
count of some of the difficulties encountered by a 
supervisor in using sales data, see Aldro Jenks, 
Methods Used in Arriving at Taxation-District Val- 
ues in 1934, Wisconsin Tax Commission, 1934. 
. “Statement made to the authors. Most of ‘the 
supervisors, prior to the. consolidation of districts 
and the reduction in personnel in 1940, tried to cover 
thoroughly each county in their districts once every 
three or four years. 
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visors invited assessors .to accompany 
them while fielding sales so that both 
could benefit from the experience, and the 
assessor could be given the advantage of 
“laboratory work.” After the fielding of 
sales had been completed, the. supervisors 
then made appraisals of all classes of prop- 
erty in the taxation district. Some ap- 
praised approximately 25 per cent of the 
district—never less than 10 per cent— 
and attempted to make the sample repre- 
sentative of property in the district. The 
assessor was also invited to accompany 
the supervisor as the latter made these 
appraisals. 

Appraisals completed, the supervisor of 
assessments then compared assessments of 
appraised properties with his appraisals 
in order to arrive at an estimate of the 
ratio of assessment for each class of prop- 
erty in the taxation district. Provided the 
assessor had accurately classified the tax- 
able property, all that remained to be done 
was for the supervisor to apply his assess- 
ment ratios to each class of property and 
total all classes to find the full value of 
property in the taxation district. 

In many cases it was necessary to de- 
velop a third method of arriving at taxa- 
tion district values. This method was 
termed ‘“‘mass assessment”; it involved 
rapid and complete appraisal of all land 
and improvements in the taxation dis- 
trict. It was especially useful where as- 
sessors’ Classifications were known to be 
unreliable. Obviously, application of an 
assessment ratio to classes of property 
that were known to be incorrectly classi- 
fied would not yield a correct assessment. 
In many cases the classification was so 
faulty that neither the sales method nor 
the appraisal method could produce satis- 
factory results. 

In addition to avoiding the problem of 
improper classification by local assessors, 
it was claimed for mass assessment that 
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it cultivated a personal acquaintance with 
the property in.question and that it, was 
quite easily understood by county boards. 
Supporting the latter advantage, it was 
said that county board members found 
ratios difficult to undertand and followed 
the supervisor better when he spoke in 
terms of acres and dollar values per acre. 

Ratio methods of using appraisals or 
sales information were usually found to 
give most satisfactory results in cities and 
villages, where classification was better 
than in towns. Urban classification, it 
was reported, was much simpler because 
the dividing line between classes of prop- 
erty was much more distinct. However, 
some supervisors made mass assessments 
of urban as well as.rural property. No 
account can be given here of all the detail 
involved in mass assessment as the. differ- 
ent supervisors used it.** Its use in. towns 
was facilitated by advance office study. of 
soil and road maps of the district. Unit 
values of different classes of property, 
based largely on an analysis of sales over 
a past period, could also be determined at 
least tentatively in the office. Field work 
consisted of actual examination and classi- 
fication of the land. Improvements might 
be valued according to the size of the 
farm. Follow-up work involved applying 
unit values to total units in the classifica- 
tions and summing the resulting figures. 
It was reported that a mass assessment 
for a “normal” town took from.3.to 5 
days, depending on the topography and 
other. factors. It was claimed that mass 
assessmerits of the same town, two years 
apart, did not vary 5 per cent. 

This technique was not used by all su- 
pervisors, and there seems to. have: been 


a rather heated debate going’ on ‘among 


“The best source that was found concerning the 
subject is an unpublished manuscript of Deputy Su- 
pervisor W. F. Miller and the remarks of Supervisor 
Galbraith at the supervisors’ meeting in Madison, 
1935. , 


them as to the value of the process. Some 
reported that it was applicable only to 
towns that were fairly uniform, while oth- 
ers claimed that it was of wide applicabil- 
ity. 

It is fair to say, however, that this pro- 
cess was probably neither as good as some 
claimed nor as bad as believed by others. 
Land classification for tax purposes can 
be a distinct aid if it is accurate. In some 
cases supervisors have been forced to 
make a “mass estimate,” which is merely 
a hurried survey of the town. Sometimes 
one or two towns can be covered in one 
day. Those supervisors who are most 
critical of the process probably object most 
to the use of unit values and the methods 
used to derive them; hence, their state- 
ment that it is applicable only to uniform 
towns. This objection can be overcome 
by making the mass assessment more de- 
tailed. However, the more detailed it be- 
comes, the more like appraisal it appears 


‘to be. In fact, there is a constant shading 


from “mass estimate” through “mass as- 
sessment” to appraisals. Undoubtedly, 
the most precision could be had from ap- 
praisals of entire towns. Considering the 
permanency of much appraisal informa- 
tion, this might not be a bad investment. 
But practically, appraisals have been less 


comprehensive. The three methods differ 


in the time element, ground covered, and 
extent of detail. Appraisals cover less 
ground but are much more detailed, and 
their use is predicated on the assumption 
that the assessor’s classification is correct. 
Both “mass estimate’? and “mass assess- 
ment” cover all the area, but the time 
taken for the “mass assessment’ is some- 
what longer. 


Central Assessment of 
Personal Property 


Personal property taxation in Wiscon- 
sin amounts to about one-tenth of the to- 
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tal property taxes in the state. Of this 
amount, approximately one-third is levied 
on livestock, one-third on stocks of retail 
goods, and one-third on manufacturers’ 
inventories and industrial machinery. For 
information concerning merchants’ and 
manufacturers’ personal property, super- 
visors relied heavily upon data obtained 
from state income tax returns. Unit val- 
ues of livestock were obtained from mar- 
ket and auction sales ; numbers and classi- 
fication of livestock were accepted as ren- 
dered by the assessor unless there were 
reasons for believing that there were im- 
portant omissions, in which case allow- 
ances were made accordingly. 


Relation of Supervisors to 
County Boards 


In general, supervisors of assessment 
have pointed with pride to the cooperation 
they have received from county boards. 
But the almost statewide approval of the 
recommended values of the supervisor of 
assessments should not be taken as an in- 
dication that county boards have lost in- 
terest in the subject. Quite the contrary: 
the recommendations of the supervisor 
are usually very carefully checked. Only 
the close association and willing coopera- 
tion of the supervisor has made such 
state-wide approval possible. 


Summary and Conclusion 


Contrary to the opinion of many citi- 
zens, the need for a good state equaliza- 
tion has not disappeared with the elimina- 
tion of state property tax levies. Because 
of the growing interdependence of federal, 
state, and local tax systems, as exemplified 
by shared taxes and grants-in-aid, a good 
equalization may become even more nec- 
essary in the future. 

Over a period of 40 years, Wisconsin 


developed a vigorous and scientific system 
of equalizing centrally-levied taxes. Sales 
of property, when properly verified, con- 
stituted the mainspring in the process of 
determining assessment levels. But in re- 
cent years the refinement of equalization 
techniques, the extension (in effect) of 
state equalization to the primary assess- 
ment districts, and the paucity of evidence 
indicating “full value” necessitated the de- 
velopment of supplemental tools. Apprai- 
sals and ‘“‘mass assessment” were the 
means by which these refinements were 
accomplished. 

Historically, the need for both state and 
county equalization agencies was made 
necessary by the existence of the large 
number of primary assessment districts. 
Although these two equalization agencies 
still exist, the vigorous policy of scientific 
equalization (followed by the tax commis- 
sion and the extension of their work to 
towns, villages, and cities) has resulted in 
one equalization in practicality. County 
boards in recent years have almost uni- 
versally adopted the recommendations of 
the department of taxation. While some 
would suggest that now is the time to re- 
quire one equalization in law as_ well 
as in fact, it is believed that the ever- 
present potentiality of a county equaliza- 
tion has placed a very wholesome check on 
the department of taxation. The depart- 
ment has been forced to earn its coopera- 
tion, not to assert its prerogatives. 

The task of making the central assess- 
ment has rested on the shoulders of the 
supervisor of assessments. In practice, he 
has combined his equalization functi-n 
with his duties of supervising the local 
assessment. By combining his two tasks, 
he attempts to secure more equitable as- 
sessments in the first place and thus to 
minimize the necessity of equalization. 

A very skeptical view of the usefulness 
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of equalization has been presented by one 
authority as follows :*° 


“State equalization has in some cases 
reached a high degree of technical compe- 
tence, but its potentialities for substantial 
reform are very limited. For by its very 
nature it deals with averages, and touches 
only lightly the heart of the problem, name- 
ly individual inequality. As a supplement to 
supervision, the scope of its operation, if 
supervision were really adequate, would be 
to decline as supervision increased in vigor. 
Actually, in most cases of vigorous state 
supervision, energetic state equalization is 
also undertaken and it has been found that 
vigorous supervision still leaves much equal- 
izing to do. The more there is for equaliza- 
tion to accomplish, the more applicable be- 
come the objects to and limitations of equal- 
ization as a major method of reform, namely 
its remedial rather than its preventive char- 
acter, and its emphasis on the state levy and 
averages whereas the most important type 
of inequality is that between individual 
property owners for purposes of local levies. 
... Whatever good the whole system of 
equalization may do toward the betterment 
of assessments is more than counterbalanced 
by the harm it does in diverting attention 
from the far more effective methods of re- 
form which may be undertaken. From this 
wider viewpoint, are not the establishment 
and improvement of equalization actually 
obstacles rather than aids to the develop- 
ment of equitable assessment of real estate?” 


While there is some truth in the above 
statement, it seems to us that it is not 
borne out in the main, by the Wisconsin 


“Joseph D. Silverberg, Assessment of Real Prop- 
erty in the United States, Special Report No. 10, 
New York State Tax Commission, Albany, 1936, pp. 
232-233. 


experience. If either supervision or equal- 
ization needed to be emphasized—at the 
expense of the other—the former would 
be the proper choice to be favored. But 
the two functions can be developed per- 
fectly together and the one complements 
and supports the other. Both of them are 
preventive as well as remedial and both 
do tend to reduce individual as well as 
group: inequalities. Able personnel and 
refined techniques are required in both 
cases. The sales method alone is full of 
pitfalls but it can be and has been success- 
fully supplemented. We do not claim that 
the Wisconsin equalization system is free 
from imperfections, but we do say that it 
is far better than what it replaced and that 
at its best it has done its job reasonably 
well. There is no evidence that we have 
found to support the view that good equal- 
ization procedure blocks the road to more 
fundamental progress. Of course, perfect 
individual assessment by a central agency 
would make equalization unnecessary, at 
least in its present form; but this is merely 
the wishful contemplation of inaccessible 
alternatives. The academician is very 
prone to conceive centralization as the an- 
swer to all our problems, but that it would 
prove to. be a panacea is quite unlikely. 
In a world where practical compromises 
are necessary, property tax equalization 
can play a very useful role. It and super- 
vision are necessary and complementary 
factors in a system of state control, and 
if they are both well done, they can yield 
a high-quality product of property tax ad- 


_ ministration. 





Major Aspects of Urbanization in the Philadelphia 
Metropolitan Area 
By LARRY F. DIEHL* 


Introduction 


RBANIZATION is the process by 

which competition among uses 
changes the pattern of occupancy and use 
of land from rural to urban. The germ of 
the process is present as soon as concen- 
tration of population takes place. The de- 
gree to which the countryside is affected 
depends upon the space and use needs of 
the increasing population, the size of the 
community, and the rapidity of its growth. 
The only evident effect of the process in 
land surrounding small centers of popula- 
tion may be a change in the type of agri- 
culture from general farming to speciali- 
zation in poultry, dairy, and market 
garden farming. In localities adjoining 
growing boroughs or expanding cities, 
the process becomes at once more obvious 
and more complex. As population density 
increases, it becomes necessary to put 
more restrictions on individual freedom 
of action; thus urbanization is a process 
involving human relationships and group 
action as well as changes in the use of 
the land. 

Space is the primary need in the grow- 
ing city. Philadelphia has experienced 
both vertical and horizontal expansion. 
Part of the need for space was met by in- 
tensification, through use of multi-story 
buildings and structures crowded togeth- 
er, leaving little land even in residential 


* Agricultural Economist, U.S.D.A., Food Produc- 
tion Administration. When this article was presented 
for publication, the author was associated with the 
Bureau of Agricultural Economics, U.S.D.A. 


sections. The major part of the need for 
space was met by geographical expansion, 
first within Philadelphia itself, and then 
into adjoining counties. 

It is with the manner in which urban 
uses extend into the hinterlands of Phila- 
delphia that this article is concerned. The 
analysis will be developed through an ex- 
amination of the promotional features of 
the process, the roles played in it by trans- 
portation and credit, the kinds of land 
uses, the types of people, and the social 
and legal controls involved. Included also 
will be a brief discussion of what may be 
expected in urbanization after the war. 
The Bureau of Agricultural Economics 
initiated a research activity in 1940 de- 
signed to appraise the significance of 
change from rural to urban uses. Com- 
pletion of the study was postponed by de- 
velopment of the Bureau’s Wartime Pro- 
gram. The sample area used in the study 
is the pie-shaped section of land lying be- 
tween Lancaster Pike (United States 
Route 30) and Baltimore Pike (United 
States Route No. 1) in Philadelphia, Del- 
aware, and the eastern part of Chester 
Counties, Pennsylvania. 

Prior to 1870 the sample area was en- 
tirely rural. The urbanized area was lo- 
cated almost entirely within Philadelphia 
County in that part of the present central 
city known as West Philadelphia. Growth 
was largely of the linear type along main 
roads leading out of the city. Settlement 
was limited to the industrial centers of 
Clifton Heights and Media along Balti- 
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more Pike, and to Darby and Chester 
along Chester Pike. In addition to these 
larger industrial centers, small mill settle- 
ments were scattered throughout the area 
along streams furnishing water power. 


During the twenty years from 1870 to 
1890, settlement moved out along main 
turnpikes. Waterpower was used less ex- 
tensively, giving way to wider use of 
steam and electricity. Most of the small 
mills disappeared and industry began to 
concentrate along the Delaware River be- 
tween Philadelphia and Chester. Schools 
and cemeteries began to be located outside 
the city. Subdivision promoters became 
prominent, and since 1870 most land has 
passed through several steps in moving 
from agriculture to urban use. 


The process of urbanization extends 
outside of the political boundaries of the 
city proper through three general zones of 
influence—the urban, the rurban, and the 
rural. Because of the dynamic character- 
istics of urbanization, it is impossible to 
fix zone boundaries for more than a short 
period of time. Changes are occurring 
constantly. Only a year ago a part of the 
urban zone was rurban and some of the 
turban was rural. The urban zone em- 
braces densely populated segments of mu- 
nicipalities adjoining the city and is al- 
most indistinguishable from the city to 
which it is so closely tied, both economic- 
ally and socially. The rurban zone extends 
out from the urban zone to the periphery 
of commercial agriculture. Here are found 
the transitional uses characteristic of areas 
lying between strictly urban and rural 
areas. Beyond this lies the rural zone. 

In the Philadelphia area many of the 
downtown stores have branches located 
within the urban zone, which includes 
what are known locally as the “Main 
Line” and “69th Street” sections of Phila- 


delphia, even though these centers are in. 


adjoining counties beyond the limits of 
the city proper. Here most of the owner- 
ship has been broken down into lots, and 
plat maps have been filed for the few re- 
maining vacant holdings of larger size. 
Much of the undeveloped land is in ab- 
sentee ownership. The townships main- 
tain large police forces complete with 
radio-equipped scout cars, fire-fighting 
equipment, sewers and sewage disposal 
plants, parks; have playgrounds, well- 
paved streets, street cleaning and garbage- 
collection services. Uninterrupted trans- 
portation between the center of the city 
and a large part of this zone is provided 
by bus, trolley, and subway-elevated elec- 
tric trains. 

In the rurban or transition zone lie 
acres of idle land—mute evidence of pre- 
mature and excessive subdivision and of 
speculation. There are subdivisions in va- 
rious stages of development—some that 
died “‘a-borning,” a few just beginning to 
grow, others in a stage of decadence, and 
a few that have had steady growth and 
may be called suburban centers. The lat- 
ter are developing their own zones of in- 
fluence along with the older villages also 
located here. The uses of land in this 
“twilight” zone form a heterogeneous pat- 
tern of golf courses, memorial cemeteries, 
public and private schools, dog kennels, 
riding academies, greenhouses, a few iso- 
lated commercial farms, and a great many 
rural residences ranging in size from 
small homes on 20 x 50 foot lots to large 
estates covering many acres. Part-time 
farming is practiced in varying degrees. 
A large proportion of the land is in ab- 
sentee ownership and is tax delinquent. 

The dividing line between the rurban 
and rural zones is as obscure as is that 
between the urban and the rurban zones. 
In the rural zone, land is used chiefly for 
commercial agriculture. In contrast to the 
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other zones, a much smaller proportion of 
the ownership is absentee and tax delin- 
quency is negligible. The only concentra- 
tions of population are in the few villages 
and boroughs scattered throughout the 
countryside. 


Transportation in Urbanization 


Transportation plays a dominant role 
in urbanization, in both the beginning and 
continuing phases. A comparison of trans- 
portation facilities or of the land occu- 
pancy pattern around Philadelphia in the 
years 1870, 1890, 1910, 1930, and 1940, 
indicates that urban growth outside the 
city began with the growth and expansion 
of villages spotted along railroads con- 
necting with the city. Settlement moved 
out of the city along these railroads and 
along nearby main highways toward the 
villages. People moved most rapidly to- 
ward the larger outlying centers. They 
reached a distance of not more than 10 
miles from the center of the city along 
any railroad and there the movement 
stopped, to await better transportation fa- 
cilities and services. 

With the introduction of electric trol- 
leys, settlement spread out along roads de- 
void of already established villages and 
also became more dense close to Philadel- 
phia. Trolleys appeared when the leap- 
frog growth along railroads apparently 
had reached the limit of commuting dis- 
tance. Trolleys supplied the means of fill- 
ing in between the previously established 
railroad station communities. The effect 
of the automobile became apparent in the 
early 1920’s, with an increase in urban 
land uses and a definite movement of pop- 
ulation to rural areas beyond trolley and 
railroad margins. Up to this time, urban 
settlement had been confined to a narrow 
band along trolley and railroad lines. 


Most of the railroad and traction com- 
panies acquired large tracts of land ad- 
joining their rights-of-way and were 
among the first urbanization promoters, 
For example, until 1873 the Philadelphia, 
Wilmington and Baltimore Railroad line 
ran along the river from Philadelphia to 
Darby, Chester, and on to Wilmington, 
After 1873 the river line was used solely 
for freight, and a new passenger line was 
opened between Darby and Chester by 
way of a route which was several miles 
back from the river and close to the Ches- 
ter Turnpike. The development of a few 
of Philadelphia’s oldest suburbs—Glen- 
olden, Norwood, Prospect Park, Sharon 
Hill, and Ridley Park—is the result of 
railroad subdivision promotion. To en- 
courage settlement along and near the 
railroad, the railroad company organized 
a subsidiary and also arranged with other 
real estate and development concerns to 
issue a free annual passage ticket for each 
$5000 of residential construction. As a 
further inducement, building materials 
were transported at one-half the usual 
cost and commuters’ tickets were issued at 
greatly reduced rates. In like manner, the 
Pennsylvania Railroad contributed to the 
development of many of the suburbs of 
the “Main Line” west of Philadelphia 
along Lancaster Pike. 


Traction companies also engaged in 
land promotion activity. For example, in 
1912 a “fast line” was placed in operation 
between the new 69th Street terminal at 
the western edge of the city and Media, 
the county seat of Delaware County. It 
ran via several booming suburbs and 
through rural areas then being farmed. In 
order to protect itself against inflated 
prices for the right-of-way, and probably 
with full knowledge of the great demand 
for suburban homes that was devoleping, 
the traction company bought up 7 farms, 
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comprising 300 acres, through “straw 
buyers.” After providing for the right-of- 
way, title to the remaining land was trans- 
ferred by the traction company to a sub- 
sidiary real estate company. In 1915 this 
company began the development of what 
is now Springfield. 

The residential developments encour- 
aged by railroad and traction companies 
followed the same general pattern. Stops 
were located at or near the most attractive 
sites. Usually a development plan was 
drawn up for these choice sections. Main 
streets were paved, some sidewalks laid, 
and a water supply was provided from 
either a water company or through ar- 
tesian and pumped wells. Residential lots 
were at least 50 x 100 feet and certain 
corner lots were set aside for small busi- 
ness centers. Strategically located lots 


were withheld along the right-of-way, es- 
pecially near stations, for various com- 


mercial uses. These are used today for 
automobile parking spaces or are rented 
to oil companies for automobile service 
stations. Deed restrictions often prohibited 
all but single or very attractive semi- 
detached homes. The subsidiary real es- 
tate company sold these lots direct to pro- 
spective home owners and often built 
several attractive homes, selling them on 
easy terms in order to attract other pur- 
chasers. Most of the remaining land was 
sold in large blocks to other promoters 
and developers. 


The big difference between railroad or 
traction company subdivision development 
and the promotion carried on by individ- 
uals has been that railroad and traction 
companies are interested in future revenue 
as well as in development profits; hence, 
there was an attempt by the companies to 
build permanent communities. However, 
up until 1930 some communities were de- 


veloped which since then have become less - 
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desirable places in which to live, largely 
because many of the homes built were 
semi-detached or row houses. The city 
caught up with Millbourne, Upper Darby, 
Lansdowne, Sharon Hill, Glenolden, and 
Norwood. Living conditions in these sub- 
urbs differ little from those in the resi- 
dential section of the central city. Pro- 
spective purchasers of suburban homes 
must go farther out to find the types of 
properties they seek. Some of the families 
who once owned homes in these centers 
sold their properties and bought homes in 
Springfield, parts of Drexel Hill, Brook- 
line, Oakmont, Brookthorp, Marple Hills, 
and Broomall. 


Individuals in the Urbanization 
Process 


With the advent of rapid transportation 
facilities to the city, rural land adjacent to 
or within a 10-minute walk of the stations 
took on a new value. A variety of indi- 
viduals recognized the profits to be gained 
through satisfying people’s desire for 
home ownership and entered the process 
to serve various functions. The first in 
the picture usually were speculators who 
bought and sold land—not home sites. 
Primarily, their only function was to re- 
move the land from agricultural use. 

Land Speculators. Speculators pur- 
chase rural land in anticipation of an 
urban-use demand for the space it occu- 
pies. They purchase with the sole object 
of reselling in iarge blocks, either to other 
speculators or to developers. Usually they 
add nothing to the land except cost. Al- 
though the value of the land they purchase 
may have been rising for a number of 
years as the city grew and moved nearer, 
their very act of taking the land out of 
agriculture gives it added value. The 
transaction gives the impression—which 
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can snow-ball into a land boom—that 
someone wants the land more than does 
the farmer who sells it. 

Land idleness results when the activity 
of speculators is far ahead of urban use 
demands. Once removed from agricul- 
tural use, it is unlikely that land ever will 
be returned to that use. Idleness breeds 
idleness ; the longer land is idle, the high- 
e1 is the cost of getting it into an urban 
use, except through bankruptcy or fore- 
closure, and hence the ripening period 
may be greatly lengthened. Land usually 
is taken out of agriculture at a price high- 
er than farmers can pay to bring it back 
into that use. In order to get it, specu- 
lators must pay farmers more for land 
than it will return under cultivation. 

Speculators expect to sell property at a 
profit above its cost to them up to the time 
they dispose of it. This cost includes not 
only the original per acre cost of the land 
itself, but also that of title search, insur- 
ance and transfer, taxes, and in most 
cases, maintenance, preliminary develop- 
ment costs, and interest on these expendi- 
tures. In order to reduce the holding cost, 
very often no more taxes are paid than 
just enough to forestall a tax sale. Tax 
delinquency penalties are part of the hold- 
ing cost. Thus, much land has remained 
idle because, as holding costs increase, it 
becomes increasingly difficult for specu- 
ulators sell a part-interest in a property. 
costly for potential purchasers to buy. 

The situation is aggravated when spec- 
ulators sell a part interest in a property, 
usually to meet the cost of holding this or 
some other property. This was a common 
practice toward the end of the boom pe- 
riod of 1920-1929, and many acres of land 
around Philadelphia lay idle for 10 years 
because of a claim on it by a bank that 
closed in 1933 or by an estate in the pro- 
cess of settlement. 
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Promoters. Following the original 
change in ownership and the usual shift 
from agriculture to non-use, developers 
enter the process to perform the next step 
in land development—platting. In most 
cases, platting follows the general pattern 
outlined in the discussion of transporta- 
tion. Usually a “plan” is drawn of the 
new community that is to be developed, 
fixing the location of each street and lot. 
Prior to the lot-selling campaign, prelimi- 
nary development may range from nothing 
but staking out lots to paving streets and 
sidewalks, installing water and _ sewer 
lines, and even to building a few attractive 
homes. With the advent of the developer, 
people are first acquainted, through bill- 
board and newspaper advertising, with 
the advantages of life in “Glenside Man- 
or.” Development promoters draw cus- 
tomers with glowing descriptions of lower 
taxes, more living space at lower costs, 
clean water, fresh air, and a better en- 
vironment for the rearing of children. 

The promoter may or may not be the 
same person, partnership, or corporation 
that removes the land from its rural use. 
Hence, a change in ownership does not 
necessarily accompany this step in urbani- 
zation. When development activity begins, 
adjoining rural land takes on added value 
and may immediately be withdrawn from 
agriculture just as was the land being de- 
veloped. Thus the process continues under 
the impetus of expected future alternative 
uses. 

Promoters can be grouped in two gen- 
eral types—community developers and 
speculative promoters. The former in- 
cludes those individuals whose activities 
are directed toward permanent residential 
communities; the latter, those promoters 
whose activities consist only of transfer- 
ring tracts of land. In the case of both 
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types, their activities largely determine the 
future of the communities they found. 


Speculative Promoters. When pro- 
moters are interested only in the profitable 
disposition of acreage, subdivisions are 
laid out for profitable return on the in- 
vestment and little thought is given to fu- 
ture occupancy. Tracts are subdivided to 
yield the greatest number of lots—wheth- 
er houses built there would be too crowded 
does not concern the speculator. Lots are 
sold both to other speculators and to peo- 
ple who want a home-site. In the case of 
the former, the sale appeal stresses the 
soundness of investing in land, rising land 
values, increased demand for rural resi- 
dences, the proximity of other attractive 
and flourishing subdivisions, and rapid 
transportation facilities to the city. On the 
other hand, when the prospective buyers 
are people with limited funds who are 
looking for a home-site, the appeals vary 
somewhat. In addition to the above, the 
low cost of the lots in question, the virtues 
of home ownership, and the advantages 
of rural living are stressed. 

The important point here is that re- 
gardless of who purchases the land, if the 
activities of the original promoter indicate 
no interest in the community’s future, the 
result usually leads either to non-use, 
sparse settlement, or the growth of com- 
munities in which properties have little 
resale value. Scattered over the rural 
areas of Philadelphia and adjoining coun- 
ties are hundreds of acres that were platted 
during the boom days of 1920-1929, when 
people were willing to buy almost any- 
thing passing for future residential or 
other urban use sites. Land prices were 
increasing out of proportion to their use 
value and most of the lots were bought for 
profitable resale—not for residential use. 
More lots were sold than were needed for 
many years. 


Consequently, these idle 


acres have changed hands many times. 
The transactions fostered high mortgage 
indebtedness and tax delinquency. The 
land involved in speculative activity has 
become frozen in a useless pattern of poor 
sites, small lots, and narrow streets. Tax 
delinquency and legally-questionable own- 
ership complicate the pattern. Local units 
of government in which these conditions 
exist are not ready to realign the land into 
a useful pattern, and until they are, other 
property must carry that portion of the 
tax base which is lost through misuse and 
idleness. 

Where people have attempted to live in 
developments of highly speculative origin, 
rural slums often resulted. Most of the 
families have built shacks or very cheap 
houses because they could afford nothing 
more; the absence of building restrictions 
permitted them to build as they pleased. 
People who can afford better-built homes 
shun unrestricted and speculative develop- 
ments because of the lack of such improve- 
ments as city water and paved streets, and 
because the small lots and poor houses 
lower the value of adjoining properties. 


Larchmont Square is an example of the 
type of development described above. In 
1921 a speculator paid $30,000 for a 60- 
acre farm in Newtown Township, Dela- 
ware County, about 10 miles west of Phil- 
adelphia. The land lay three-quarters of 
a mile from West Chester Pike and the 
trolley line between Philadelphia and West 
Chester. Because of the distance to public 
transportation and the poor drainage of 
the land, the farm was sold for about half 
the price of acreage in better sites along 
the trolley line. Following the first trans- 
action the farm lay idle for a year, during 
which time the buildings were remodeled. 
Later these buildings and two acres of 
land were sold as a summer residence. In 
1922 the tract was platted into 400 lots 
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on ten streets. None of the streets was 
paved. All the lots, except those fronting 
on the Township dirt road, were 20 x 50 
in size. On 4 of the 40 x 100 foot lots 
along the Township road attractive bun- 
galows were built, priced to sell quickly. 
Lots were sold at $100 to $300 each, ex- 
cept for the large front lots which brought 
around $500. 

Until the depression days following 
1929, few people took up residence in 
Larchmont Square. Most of the buyers 
expected to benefit by the re-sale of lots— 
not by living on them. After 1929, how- 
ever, buildings of all types and descrip- 
tions were erected by depression-stricken 
families who salvaged little more than the 
20 x 50 lots they had bought in the coun- 
try. Many of the homes were built solely 
by the lot-owner and his family. Conse- 
quently, a large proportion of the build- 
ings are small, poorly constructed, single- 
story dwellings. For 10 years following 
the platting of Larchmont Square, wells 
were the only source of drinking water. 
Sewage still goes into cess-pools. The 
speculator’s interest in the buyers ceased 
with the sale of the lots. 

Following the increased population 
came a demand on the part of the residents 
of Larchmont Square for public services. 
Water was piped in by the company sup- 
plying water to most of the suburbs west 
of Philadelphia. Still later, using WPA 
labor, the township macadamized a few of 
the streets and erected street lights at sev- 
eral intersections. There is a school only 
one-half mile distant, and police and fire 
protection are provided by the Township. 

Except to the residents of Larchmont 
Square, the development has been little 
more than a public burden since its incep- 
tion. During the greater part of its being, 
its residents have not paid taxes in pro- 
portion to the services they demanded. 
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Many of them didn’t want to, some of 
them could not. Tax delinquency in- 
creased from 13 lots assessed at $650 in 
1930 to 4 houses and 51 lots assessed at 
$8725 in 1939. In the 1940 Treasurer’s 
Tax Sale, 127 lots assessed at $8900 were 
“sold” to the county. During the 10-year 
period cited, the assessed value of lots re- 
mained unchanged—ranging from $50 to 
$200 per lot. 

Unfortunately, until 1937 most specula- 
tive real estate promotion produced some 
variation of the type of community de- 
scribed above. However, there were a few 
exceptions, especially among operators 
selling houses as well as lots, those oper- 
ators interested in “estate” development, 
and those whose activity was controlled in 
first-class townships where zoning ordi- 
nances were enforced. 

Community Developers. When a devel- 
oper is concerned with the growth of a 
permanent community of either high- or 
low-cost housing, it is reflected in his pre- 
liminary activity. Locations are chosen 
with an eye to the natural drainage, avail- 
ability of a potable water supply, and 
proximity to transportation, schools and 
churches. An established shopping center 
is desirable but not necessary, since it 
usually grows with a community if space 
is provided for that purpose. In platting 
the land, lots and streets are laid out on 
the contours. Streets often follow a wind- 
ing pattern to discourage through traffic 
and speeding, and are hard-surfaced. Lots 
are large and have at least a 50-foot front. 
Deed restrictions often are used to prevent 
the building of shacks and other objec- 
tionable uses. Springfield is an example 
of the type of community that results from 
the activity of a developer who, of his 
own volition or otherwise, considers the 
future of the community. 
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Another type of promotion engaged in 
by the community developer is that of 
“estate” development. Here exclusiveness 
is stressed. Lots are large, ranging up- 
wards in size from one-half acre. The land 
is well graded and landscaped. Water 
mains are laid under paved streets. Build- 
ing restrictions are included in deeds to 
insure future home owners against low- 
cost housing and other encroachments on 
their ““exclusiveness.” Such developments 
often are located close to golf courses, 
country clubs, and riding academies and 
hunt clubs. During the boom days of 
1920-1929 many golf courses were laid 
out primarily for the purpose of selling 
adjacent lots. In some cases, so many lots 
have been sold that the golf course now is 
only a slice of its former 18 holes. In con- 
trast to most other subdivisions, little at- 
tention is given to available public trans- 
portation, for it is expected these residents 
will build $20,000 homes and at least 2- 
car garages. 


It should be noted that in no case is 
preliminary development a guarantee that 
lots will blossom into prosperous commu- 
nities. On the other hand, a complete lack 
of good planning almost invariably leads 
only to continued vacancy or at best to 
haphazard growth of a socially undesir- 
able type. 


Contractors and Builders. During the 
early growth of metropolitan Philadelphia 
when lot speculators were most active in 
the urbanization process, development 
jumped over large areas of land lying in 
the suburban belt close to the city. Much 
of the land, especially that adjacent to the 
older and more settled suburbs, was 
platted into small lots and small city blocks 
during the early period. Because of its 
high development cost and the urban land 


value attached to it, this land lay idle un-. 


til contractors and builders came into the 
process. In contrast to the types of indi- 
viduals described above, this group made 
profits on the building and sale of houses 
and wanted land merely as a means of en- 
gaging in the construction business. As 
both developer and builder, they have been 
responsible largely for closing up the va- 
cant spaces between earlier railroad and 
traction company subdivisions. Extension 
of trolley lines, the advent of bus lines, 
and greater use of automobiles gave im- 
petus to interstitial growth as well as to 
the development of remote tracts that had 
been retarded by the distance to rail trans- 
portation. Before 1930 builder-develop- 
ers capitalized on the growing demand for 
suburban homes and overcame the obsta- 
cle of high valuations and high develop- 
mental costs by building row and semi- 
detached houses. 


The desire to build the greatest possible 
number of dwelling units on a given area 
of land has resulted in a crowding of pop- 
ulation to an extent that such communi- 
ties are fast losing their residential value. 
Tenure is not stable and many people 
avoid the congestion by locating still 
farther out in the country when buying 
or building homes. The 69th Street sec- 
tion of Upper Darby Township and other 
suburbs in the urban zone adjoining the 
city are examples of this type of develop- 
ment. Even in sections of Drexel Hill— 
until recently “the” place to live in Dela- 
ware County—some families have moved 
since 1936 because the houses are too 
close to one another. Land in this suburb 
was extremely high-priced when the 
houses were built around 1920. The lots 
were often not much larger than the space 
occupied by the 8- and 10-room houses 
built thereon. On the other hand, where 
builder-developers provided more space 
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per unit and built detached houses in at- 
tractive settings, there has been little or 
no exodus. 


Urbanization During and Following 
the Depression 


In the depression period, 1930-1936, 
banks and other lending agencies were 
forced to foreclose on mortgaged platted 
land. Nearly all development activity 
ceased, and grass and brush soon covered 
paved streets, sidewalks and the fireplugs 
of some of the once-promising suburban 
developments. Excessive credit based on 
inflated land values largely disappeared, 
as did most purchasing power, while the 
various real estate financial interests 
schemed desperately to salvage something 
from the excesses of the previous boom 
period. Particularly in the speculative de- 
velopments, the land ownership pattern 
became tangled in a mass of mortgages, 
liens, notes and assignments. 

Through it all, however, linear and iso- 
lated growth continued in low-income 
areas and shack towns, and the number of 
scattered part-time farms and rural resi- 
dences increased. For example, people 
moved to their lots in Larchmont Square 
and themselves built inexpensive houses. 
The more fortunate moved to their sum- 
mer cottages at Castle Rock where they 
dug a cellar under existing structures and 
weather-stripped the building for year- 
round residence. Some farmsteads that 
had been vacant for years became part- 
time farms or rural residences. Thus, ur- 
banization continued slowly on through 
the depression. After the upturn from the 
depression, many of these people im- 
proved their properties and remained 
there. 

Following the depression, builders and 
developers again became active, but pri- 
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marily in the sale of homes, not lots, 
Several factors contributed to this func- 
tional change. That they were active at 
all was due largely to a favorable and 
active interest in low- and medium-cost 
housing on the part of the federal govern- 
ment. There was a growing demand for 
homes within easy commuting distance of 
the city. Industrial employment was pick- 
ing up but people lacked purchasing 
power. They had no savings and credit 
was tight. Banking regulations were strict 
insofar as loans on real estate were con- 
cerned. The Federal Housing Adminis- 
tration was established to ease the grow- 
ing housing shortage and at the same time 
stimulate the building industry. The sur- 
plus of land and lots facilitated home con- 
struction. By reason of the manner in 
which it operated, however, credit was 
made available through guarantee by the 
FHA only for building, not for specula- 
tion. The movement as a whole had the 
desirable effect of freeing land which had 
been tied up since the early days of the 
depression. Governmental financing agen- 
cies now have greater control over land 
development. If credit is made available 
only to those building houses, it gives im- 
petus to land development only to the ex- 
tent that actual building takes place. By 
stipulating the condition under which 
loans will be made for building purposes, 
the agencies automatically control the 
type of land development. 


Role of Credit 


Credit has been one of the most potent 
forces in urbanization, determining to a 
large extent the activity of both specula- 
tors and bona fide home purchases. Be- 
fore 1936 prospective home owners ob- 
tained credit at 6 per cent or more interest 
through local banks and building and loan 
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associations. Because buyers were required 
to have a substantial portion of the total 
purchase price in cash, most homes were 
built or purchased by men well-established 
in their trade, business or profession. 
Most of the people who moved to the sub- 
urbs were middle-aged or fairly well-to- 
do. 

After 1936 controlled liberal credit 
terms of the FHA made it possible to pur- 
chase a home with cash amounting to only 
10 per cent of the total price, for those 
who had a steady income and a reputation 
for honesty. Because the mortgage period 
has been extended to 25 years, carrying 
charges per month are lower than usual 
monthly rentals in the city. This program 
contributed to a building boom that was 
terminated by a shortage of construction 
materials early in 1942. One-half of the 
buyers who moved to the suburbs during 
the last few years were less than 35 years 
of age, and the communities of today, in 
marked contrast to those built up shortly 
before and after 1900, are being settled by 
young people. The outer boundary of the 
rurban zone extended slowly after 1936, 
but the zone was filled in considerably. 
Less dependence on fixed rail transporta- 
tion through wider use of buses and auto- 
mobiles contributed to the solidifying of 
this zone. 

Credit restrictions and controls placed 
in effect since 1930 have greatly modified 
the activity of speculators and developers. 
Before 1930 and especially during the 
previous decade, banks and other lending 
agencies encouraged real estate specula- 
tion through easy credit policies. Specu- 
lators could obtain large loans based on 
inflated land values with no more security 
than the property itself. It was possible 
for unreliable and dishonest speculators to 
operate large real estate businesses and 
risk other people’s savings in their deals. 
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Since 1933 the mortgage loan policies 
of banks have been subject to public con- 
trol. It is no longer possible to obtain 
credit backed only by inflated land values. 
The activity of the federal government in 
low-cost housing has effectively influenced 
the real estate market. Private lending 
agencies have to compete with the low in- 
terest rate and long mortgage term guar- 
anteed by the FHA. 


Social Controls in the Urbanization 
Process 


Individual Control. Individuals and 
groups of individuals exercise a strong in- 
fluence in urbanization. Individual devel- 
opers long have used deed restrictions to 
insure the exclusion of undesirable uses of 
land and types of buildings. Not only 
types of use and construction, but also 
types of owners, are regulated through 
this control. Control of set-back lines and 
specific types of residential construction, 
and, in a few cases, the exclusion of cer- 
tain races of people and various objection- 
able and “nuisance” uses have been ef- 
fected. In some of the subdivisions around 
Philadelphia, deed restrictions prohibit 
the ownership or occupancy of land by 
“persons of African descent.” The extent 
to which deed restrictions are used and 
the form in which they are drawn is deter- 
mined not only by the prejudices of de- 
velopers but even more by the class of 
buyer they want to attract. 


Custom. Custom, too, influences urban- 
ization. Welsh Quakers were among the 
first purchasers of large tracts of land 
from William Penn. They settled all along 
the high ground between Darby Creek 
and the Schuylkill, establishing them- 
selves most firmly at Merion, Haverford, 
and Radnor in the present “Main Line” 
section. William Penn, who had much to 
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do with starting these suburban develop- 
ments, was a shrewd real estate dealer as 
well as a great statesman. He was fortu- 
nate in having at hand a clientele of more 
than moderate means, splendid cultural 
background, and common religious affilia- 
tion, into whose hands he put the best 
farm land as rapidly and generously as 
possible—contingent, in many cases, upon 
the number of city lots purchased by the 
recipients of the farm land. In doing so, 
however, he retained the title for himself 
but secured the tenure of the grantees. 
The “Main Line” communities can be 
traced back to one of these grants, the 
Welsh tract of 40,000 acres in the lower 
end of what is now Montgomery County. 

Out of this background of landed gen- 
try grew the pattern of large estates and 
country homes that makes up a large part 
of the lower end of Montgomery County 
and the northern section of Delaware 
County, just west of the city. A large 
part of the social register of the city is 
made up of these families. They control 
both the culture and the industry of Phila- 
delphia. Furthermore, they take great 
pride in their cultural and historical back- 
ground, and are keeping their estates in- 
tact. 

The pattern of land use in this “Main 
Line” estate area is significantly different 
from the remainder of the rurban zone. 
Here lies the only section around Phila- 
delphia that has withstood real estate 
booms and the attendant speculation and 
subdivision. It appears that the estates 
will continue much as they now are and 
most of the future expansion will take 
place outside the estate area. The few 
estates that have given way to urban 
pressure have been broken down into “es- 
tate” developments with lots one-half acre 
or larger in size. 

Public Regulation. Health laws, build- 
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ing codes, fire regulations, and planning 
and zoning ordinances exert pressure 
within the urbanization process. However, 
they act only to implement the process— 
to control people’s actions within it—not 
to direct it in its main form. These regu- 
lations are not retroactive and usually are 
not put into effect until their need is felt 
strongly. Hence, they do not come into 
the process until population begins to as- 
sume proportions of heavy density. 

Planning and zoning are urban innova- 
tions that have been used only within the 
past 10 years to control and direct land 
use in rurban and rural areas in Pennsyl- 
vania. Even first-class townships had no 
power to zone until 1931, and planning 
and zoning enabling legislation pertaining 
to second-class townships “and counties 
was not enacted until 1937. Townships in 
the vicinity of Pittsburg, Harrisburg, 
Lancaster, Allentown, and Philadelphia 
have taken advantage of this legislation, 
but only one rural county has a zoning 
ordinance.* 

Zoning in first- and second-class town- 
ships around Philadelphia will have an in- 
creasingly greater effect upon urbaniza- 
tion. Some of the ordinances now in 
effect contain measures designed to pre- 
vent land speculation. In some of them 
a developer cannot sell lots in a subdivi- 
sion until water and sewer mains have 
been laid under hard-surface streets. Use- 
zones and building regulations are effec- 
tive community-development controls that 
are coming into wider use in the metro- 
politan area. 


Urbanization After the War 


At the present time there is a shortage 
of houses, not only in metropolitan areas 


*See Larry F. Diehl, “Ordnance Causes Ordinance 


in Crawford County, Pennsylvania,” Journal of 
Land & Public Utility Economics, August, 1942. 
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but also in many rural communities near 
new war industry plants. As the war and 
the present rates of population migration 
continue, the shortage will become more 
acute. In the Philadelphia metropolitan 
area many homes were built during the 
4 years preceding 1942. The ban on con- 
struction terminated building activity be- 
fore the full needs of the area had been 
met. 

Housing construction and subdivision 
development will be continued after the 
war on a large scale. Aside from the 
pressing need for housing space, building 
will be encouraged because of the employ- 
ment possibilities offered in the industry, 
and the necessity of providing productive 
employment for the thousands of men 
coming back from the armed forces and 
from war employment. Municipalities can 
well afford to develop housing authorities 
now in order to take full advantage of 
the federal assistance that can be offered 
such authorities following the war. With 
such assistance many cities may be able 
to clear away their worst slum areas, thus 
not only providing employment and better 
housing, but also alleviating some of the 
fiscal and social problems accompanying 
slum areas. 

The experience of the past post-war pe- 
riod indicates that only strong controls 
and thoughtful planning can avoid over- 
expansion and unplanned, haphazard de- 
velopments following the present world 
conflict. Research in urbanization indi- 
cates that to prevent over-expansion and 
undesirable development it is necessary 
to control lot sizes, the location of sub- 
divisions, the characteristics of develop- 
ments, and the general activities of real 
estate promoters. These controls have 
been exercised in the past in two general 
ways—through zoning regulations by mu- 
nicipalities and through credit control by 
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the federal government. Quoting Wehr- 
wein of Wisconsin: 


“County zoning has made a beginning in 
directing and controlling the land uses of 
the rural-urban fringe. ... Combined with 
other directional measures, such as subdivi- 
sion control, platting control, health and 
sanitary codes, many of the cities and coun- 
ties of the United States now have the pow- 
er to prevent haphazard, unharmonious, and 
incompatible land uses in the rural-urban 
fringe.” 


Other research carried on by the Bu- 
reau of Agricultural Economics points to 
another control that may be desirable fol- 
lowing the war—control of land values: 


“The danger that land values during the 
emergency will reach levels substantially in 
excess of those warranted by long-run in- 
come expectations is widely recognized. Al- 
though differences of opinion exist concern- 
ing the seriousness of this danger, there is 
fairly general agreement that possibilities for 
direct controls in the farm real estate mar- 
ket should be given early and careful con- 
sideration.’””8 . 


The statement can be applied to urban and 
rurban as well as to rural land values. The 
methods suggested for control are: (1) 
mortgage debt ceilings; (2) tax measures, 
such as land transfer taxes, resale gains or 
war increment taxes, taxes on rents, and 
mortgage taxes; and (3) price ceilings. 
Whatever controls are used, attention 
should be given Dr. Wehrwein’s remarks 
concerning the rural-urban fringe: 


“,.. the rural-urban fringe is really an ex- 
tension of the City itself, actual and poten- 
tial. It is an area where most of the land 
uses are in a flux and therefore subject to 
planning direction, and control... . . Since 
the city or cities of a metropolitan area and 


* George S. Wehrwein, “The Rural-Urban Fringe,” 
Economic Geography, July, 1942. 

*M. M. Regan and Fred A. Clarenbach, “Emer- 
gency Control in the Farm Real Estate Market,’ 
Journal of Farm Economics, November, 1942, p. 886. 
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the suburban or fringe area are a unit eco- 
nomically and sociologically, the entire area 
should be thought of and planned as a unit. 
Within this region there should be a proper 
place for every structure and land use need- 
ed by people living therein. The lowly and 
despised junk yard has become a vital ele- 
ment in national defense and deserves a 
place in the regional plan just as much as 
the high class residential area. This place is 
not found by zoning it out of “higher” land 
use districts. Much of our planning and 
zoning has been inadequate because it sets 
up a hierarchy of land uses leaving farm 
land and other non-urban land as a residual 
or as an unrestricted area upon which every- 
thing may be unloaded.” And finally, “. . . 
mere power does not carry with it the de- 
sire, courage, or the wisdom necessary to 
make for a well planned rural-urban region 
and the proper structure of land uses in this 
transitional area.’ 


These must stem from the citizens of the 
region itself. 


Conclusion 


Urbanization is defined at the begin- 
ning of this paper as a process in which 
competition among uses changes the pat- 
tern of occupancy and use of land from 
rural to urban.®> Although specific refer- 


*Wehrwein, ibid. 
*It has been defined also simply as a process of 
population concentration. See Hope Tisdale, “The 
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ence to competition as such is limited in 
the discussion, the substance of the com- 
petition has been shown through examina- 
tion of the predominant aspects of urbani- 
zation. One of the most apparent of these 
aspects is that agriculture cannot compete 
with urban uses for land because, to put 
it simply, income to support urban uses 
does not come from the land. Urban uses 
can afford to pay more for land than it 
will return in agricultural production. 
Higher returns, coupled with the concen- 
tration of purchasing power in a growing 
city, effectively smother opposition to the 
displacement of rural uses. 


Until the past few years, society as a 
whole gave comparatively little concerted 
direction to urbanization. Forces operated 
within the process largely in a manner in- 
imical to portions of society. Although 
these forces have been subject to greater 
regulation since 1930, social control is not 
yet adequate to eliminate the less desirable 
aspects of urbanization, particularly the 
undesirable impacts on agriculture. In- 
asmuch as urbanization has a pronounced 
effect upon agriculture, a strengthening 
of urbanization control must be a part of 
agricultural post-war planning. 


Process of Urbanization,” Social Force, March, 1942, 
p. 311. 





Rate Policy of Interstate Commerce Commission 
for Back-Hauls of Trucks: Pricing 
and Joint Cost 
By HUNTER MORRISON* 


Introduction 


OINT cost is becoming daily more sig- 

nificant to pricing as manufacturing 
processes yield more by-products. Average 
full cost and marginal cost have been the 
norms of classical economics for long-run 
price-making by private enterprise and 
government. Actual pricing may deviate 
from the norm in proportion to the rela- 
tive importance of joint to total cost per 
unit. Since the joint cost of a number of 
commodities may be allocated in an arbi- 
trary manner, price may vary to that ex- 
tent. Varying degrees of competition 
among the joint products will result in 
prices on some commodities just recover- 
ing direct cost while others must, in addi- 
tion, recover most of the joint cost. In 
establishing some maximum price ceil- 
ings, the Office of Price Administration is 
confronted with determining the cost of 
each of many items for a single firm where 
joint cost is a large proportion of the to- 
tal. The same problem arises with service 
industries, such as transportation. 

Most transportation routes—whether 
rail, water or truck—normally are unbal- 
anced, in that non-specialized as well as 
specialized equipment is consistently more 
fully loaded in one direction than in the 


* Baltimore, Maryland. This paper is part of a 
larger study of truck rate regulation which was 
undertaken by the Bureau of Agricultural ‘ Eco- 
nomics, United States Department of Agriculture, 
under the direction of James C. Nelson. All views 
expressed are those of the author. Hie 


opposite direction.’ Generally, a similar de- 
gree of unbalance in the same direction is 
met by all competitors between two given 
points. While statistics are not available 
to substantiate this tentative conclusion, 
it is reasonable on a priori grounds and on 
the basis of rate cases and general knowl- 
edge of traffic movements. The condition 
of unbalanced traffic routes, prior to the 
war, arose out of the development of con- 
sumption centers far from specialized pro- 
ducing areas. Bulky and heavy raw 
materials and semi-processed materials 
frequently move to manufacturing and 
consuming centers while finished com- 
modities move in the opposite direction in 
quantities requiring less space. Historical 
accident is responsible for the character of 
some of the current traffic flow. The nat- 
ural physical advantages of certain areas 
of a generation ago may no longer exist, 
but by virtue of the present concentration 
of population or processing plants, these 
areas retain their economic advantage 
over new, undeveloped areas. Finally, 
regulatory policies of state and federal 
governments have aggravated unbalanced 
traffic through restrictions on operating 
rights and on rates. 

Because most carriers operate regularly 
between two termini, joint cost on the 


? Balanced movement may be taken to mean one 
where no more than 60% of the round-trip volume 


of traffic. not requiring specialized equipment is 


moved in one direction on the average for several 
years. 
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back-haul (return haul) is encountered on 
every round-trip. How should the vari- 
ous types of traffic bear the round-trip 
imputed cost? How can aggregate rev- 
enue be maximized after allowing for ag- 
gregate short-run marginal cost of the 
back-haul ? 

Because it is impossible to assign joint 
costs to specific units of traffic, consider- 
able latitude may be used in setting rates 
where the cost of service principle is 
adopted. Should rates adhere as nearly as 
possible to cost factors, should they be 
determined solely by demand, or should 
both elements be determinates? The de- 
velopment of reasonably well-balanced 
movements is a long-run phenomenon be- 
cause of the time required to change our 
consumption and production patterns 
where transportation cost is only one of 
many locational factors in establishing 
new production facilities. A rapid shift 
of facilities would be more costly than the 
savings in transportation cost arising 
from the adoption of lower promotional 
rates which may be temporary. Never- 
theless, an “economic” rate policy is part 
of the larger problem of obtaining the 
“best” allocation of resources. 

Back-haul rate policy can influence sub- 
stantially the location of production where 
there is considerable choice, i.e., manufac- 
turing. Obviously, its effect upon the lo- 
cation of agricultural production and of 
extractive industries is very much less, 
though not entirely absent. The West will 
continue to ship bulky raw materials to 
the East in return for more compact pro- 
cessed commodities. 

The discussion of this joint cost prob- 
lem will be limited to the experience of 
the Interstate Commerce Commission 
(I. C. C.) with interstate for-hire high- 
way carriers whose rates came under its 
jurisdiction in 1936. The study is furth- 


-er restricted to the Investigation and Sus- 


pension decisions (I & S) of the Commis- 
sion. These are concerned with proposed 
rates applicable only to the future, all of 
which were analyzed down to December 
11, 1940, 

Of the 193 decisions studied, 41 or 22% 
were concerned to some extent with an 
unbalanced movement. The Commission 
discussed the return-haul aspect in at least 
half of the 41 decisions. Suffice it to note 
that quite a number of cases involved 
back-hauls of numerous carriers from the 
Southwest and South to St. Louis and 
Chicago, from the West and Northwest 
to Chicago, and that carriers operating 
from cities to rural areas generally have 
heavier outbound than inbound move- 
ments. This is due, in large part, to par- 
tial inadaptability of a given truck for 
both processed articles and farm commod- 
ities. However, it is caused in no small 
measure by restrictions on operating 
rights by the federal Motor Carrier Act 
and by state laws. The preponderant traf- 
fic is in the same direction, in most in- 
stances, for railroads as for trucks. 

When a motor freight operator is con- 
fronted with the joint cost situation of 
back-hauls, it is profitable for him in the 
short run to establish rates above the 
added cost of any freight on the return 
haul. Thus, if a trucker plans to drive 
empty on the return trip but learns that 
he can obtain a load to pay him more 
than 5 or 6 cents a mile,” it will then be 
a net gain to accept the load. The burden 
on main hauls will be relieved to the ex- 
tent of the excess over 6 cents. The cost 


* Added cost of shipment estimated by author. 


He knows of no cost analyses by the Commission 
or by carriers for which the added cost of return 
hauls has been computed. It would include the cost 
of additional mileage and handling incurred in pick- 
up and delivery, added gas consumption on the road 
and a number of minor items. 
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of driving an empty truck is likely to be 
about 15-18 cents a mile, which must be 
charged to the main haul if it is to be con- 
tinued in the future. This total round- 
trip cost may be met by high rates on a 
low volume of traffic or by low rates on 
a larger total volume of traffic where de- 
mand is elastic. Such promotional rates 
may cause a decrease in traffic on geo- 
graphically competing routes and. bring 
about cut-throat competition. On the oth- 
er hand, there may be a net gain in traffic 
arising from a response to somewhat low- 
er rates. 

The guiding principle should be that 
back-hauls are subject to joint costs which 
comprise possibly 75% of total cost on 
the return haul. By definition, joint cost 
cannot be attributed directly to main haul 
and/or back-haul traffic. Therefore, the 
pricing of this traffic, from the viewpoint 
of the carrier, should depend upon the 
relative elasticity of demand for traffic on 
the main haul and on the back-haul in 
order to maximize net revenue. 

Theoretically, the cost-unit is the round- 
trip because the trucker will not make a 
second round-trip unless revenue from the 
first is at least equal to its average full 
cost, or unless there is a good prospect 
that revenues will recover cost of the sec- 
ond trip. However, truck operators do not 
estimate gross revenues and average cost 
before deciding to make each round-trip. 
Actually, a truck will make many regular 
trips before the profitability of the route 
is reviewed. From the point of view of all 
carriers, any rate on back-haul traffic 
which is greater than the costs specifically 
attributable to it and which causes an in- 
crease in the total volume of this traffic 
(not simply a diversion from another car- 


*This paper is not concerned with distinctions be- 
tween average and marginal cost in the usual sense, 
nor between short-run and long-run average cost. 
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rier) is a net gain. To maximize net rev- 
enues or minimize net loss in general, the 
back-haul rates will be lower than those 
on the main haul in order to encourage 
utilization of excess capacity. However, 
there may be particular units of back-haul 
traffic whose demand for transportation is 
less than unit elasticity wherein a rate re- 
duction would not be beneficial to carriers. 
Previous shippers gain by the amount of 
a rate reduction; and new shippers gain 
new outlets by the introduction of promo- 
tional rates. The economy might gain if 
there were simply a diversion from sub- 
marginal to supra-marginal carriers be- 
cause the former would be eliminated. 


Description of Commission 
Rate Policy 


The policy developed for those move- 
ments involving return hauls is simply an 
extension of the Commission’s policy to- 
ward all other truck rates where cost is in 
issue. Proposed rates (usually reduced) 
must recover average cost of the traffic in 
question of all carriers who are parties to 
the proposals. Consistently, the Interstate 
Commerce Commission has so held, by 
implication,* for return haul rates. 

In January, 1939, an unwavering pre- 
cedent (subsequently referred to many 
times) was set forth in Refrigerator Ma- 
terial from Memphis, Tenn. to Dayton, 
Ohio, 4 MC.C 187.° A proposed reduced 
rate on refrigerator materials to yield only 


‘It is usually stated in the decisions that the pro- 
posals can be justified only on the out-of-pocket 
cost basis, rarely that they fail to recover average 
cost, But the context indicates that the latter is the 
proper standard. 

One of the principal examiners of the Motor 
Carrier Bureau stated, late in May, 1942, that this 
precedent was in effect; and a review of the digest 
in Federal Carriers Service, published by Commerce 
Clearing House, Inc., of every Investigation and 
Suspension decision from then to December, 1942, 
indicates no change. 
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5.8 cents per truck-mile was involved. 
(Average cost probably was 15-20 cents 
per truck-mile.) Respondent’s equipment 
had been moving empty or partially load- 
ed from Memphis. This traffic would 
have been diverted from the railroad and 
not from other truck lines. In denying 
the reduction, it is of interest to note that 
the Commission stated that railways had 
been predicating rates on out-of-pocket 
cost “from time immemorial” and that to 
some extent this policy is used to meet 
truck competition. This practice had been 
condoned by the Interstate Commerce 
Commission. 

Commission Reasonnig. The rationali- 
zation for rejecting short-run marginal 
cost as a basis for determining back-haul 
rates in the Refrigerator Materials case 
was: (1) fear of extending short-run 
pricing into the long-run; (2) fear that 
truck competitors would be forced to re- 
duce rates in the same direction and dis- 
rupt the rate structure; (3) fear of reduc- 
ing truck rates in both directions below 
average cost in cases where truck com- 
petitors have less than capacity loads in 
opposite directions; and (4) the belief 
that truck rates should not be permitted 
tc meet rail rates except where the latter 
have been predicated on out-of-pocket 
cost. These four points deserve some am- 
plification. 

First, the short-run justification for in- 
creasing revenues over and above the 
added cost of back-haul traffic might be- 
come a liability in the long run. The Com- 
mission said: 


“*Out-of-pocket cost’ is an elusive and 
shifting thing. When traffic can be added in 
this way without any increase in truck-miles 
or man-hours, such cost is one thing, but if 
sufficient traffic is attracted so that more 
truck-miles or man-hours are required, it 
becomes a very different thing.” (Page 189, 
this case.) 


Second, truck competitors might reduce 
rates in the same direction and disrupt the 
truck and rail rate structures or relation- 
ships on various commodities and on ad- 
ditional routes. Again, the I.C.C. stated: 


“Furthermore, it is always necessary to bear 
in mind the fact that the method is not a 
one-way affair, for competitors can use it 
as well, and where competition is wide- 
spread the result may be to beat down a 
very large part of the rate structure.” 
(Idem.) 


Third, in the case of trucks, the rates 
would tend to break down not only in 
one, but in both directions. 


“The dangers are, if anything, even greater 
in the case of motor carriers than in the case 
of railroads. An unbalanced condition of 
truck traffic, because of the greater number 
of operators, is apt to be somewhat of an 
individual matter. That is to say, the traffic 
of one truck operator may preponderate in 
one direction, whereas that of a competing 
operator may preponderate in the other. As 
between operators, therefore, the application 
of the ‘out-of-pocket’ cost method of making 
rates might well result in a break-down of 
the rates in both directions.” (Idem.) 


Fourth, in this proceeding, the rail 
earnings on the same traffic were amply 


remunerative. Hence, the Commission 
believed the rails would not hesitate to re- 
duce their rates if they lost a substantial 
volume of traffic to respondent. Further, 
the rails might cut under the higher south- 
bound truck rates upon which respondent 
was dependent for profit. The I.C.C. con- 
cluded with a warning, not relevant to the 
particular case, that when the rail lines 
are permitted to construct rates on the 
out-of-pocket basis, the trucks ‘“‘must fair- 
ly be allowed equal leeway.” 

Two months later the Commission had 
occasion to apply this qualification where 
the average anticipated truck-mile earn- 
ing would be 10 cents and the current rail 
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earnings would not return average costs 
because the rail rates had been reduced to 
meet severe competition of all forms.® 

There has been no unanimity of opinion 
among the Commissioners as to either the 
policy adopted or the reasoning developed 
in support of such a policy of average cost 
in each direction. Commissioner All- 
dredge, dissenting in October, 1939, 
noted : 


“A well-balanced movement is an important 
factor in determining the reasonableness of 
rates. For example, in Lake Cargo Coal 
Rates, 1925, 126 I1.C.C. 309, the Commission 
required certain reductions in the rates on 
lake cargo coal from points in Pennsylvania, 
Ohio, and West Virginia upon a showing, 
among other things, that the railroads which 
hauled the coal from the complaining regions 
to the lake ports received return loads of 
iron ore, but that no such return loads were 
received by carriers serving other fields 
from which no reductions were required.”? 


In September, 1939, the Commission 
lent a sympathetic ear to promotional 
rates on the back-haul provided they do 
not precipitate rate cutting. Nevertheless, 
the proposed reduced rates to equal rail 
rates were denied because the rail rates 
were very profitable while the truck rates 
would cover only out-of-pocket cost on 
the return haul. It noted that: 


“This is a situation where transportation by 
railroad is plainly more economical than 
transportation by motor carrier. On the 


*““As rail carriers appear to have established and 
continue to maintain rates on stoves from and to 
points herein, minimum 10,000 pounds, based on 
out-of-pocket costs, the motor carriers ‘must fairly 
be allowed equal leeway.’ For this reason, we feel 
constrained to find the proposed rates justified. 
However, it is evident that the railroads and motor 
carriers should put their houses in order and avoid 
this destructive competition.” Stoves from Alabama 
pe Tennessee to Interstate Points, 4 M.C.C. 641 

9), 


"Food Products from Pittsburgh to Trenton, NJ., 


19 M.C.C. 463 (467). 


other hand, it is equally plain that if re- 
spondents could obtain a portion of the traf- 
fic under the rate proposed, and if there 
were no further competitive reductions, re- 
spondents would profit, because the revenue 
received would materially exceed any addi- 
tion to present expenses which would be 
caused by the new traffic. In other words, 
the added-traffic theory here constitutes just 
as sound a defense for the rate proposed by 
respondents as it has constituted in the past 
for many rates which the railroads have 
been permitted to establish in competition 
with water carriers, other railroads, and 
even motor carriers. We must be consistent 
in such matters, and if the railroads are to 
be permitted for the future freely to estab- 
lish competitive rates on the added-traffic 
theory, like latitude must be given their 
competitors. The problem is one of exceed- 
ing difficulty, and its sound solution remains 
in the realm of controversy.”® 


Again, a year later, the desirability of 
reducing empty movements to achieve 
more economical operation was conceded, 
but rate reductions should be kept within 
undefined “reasonable” limits. The pro- 
posed reductions were denied, though the 
I.C.C. said: 


“We are not unmindful of the lawfulness or 
desirability of the efforts of the managers of 
common carriers to secure traffic to furnish 
lading for transportation units which would 
otherwise move empty. Such efforts neces- 
sarily tend‘toward the goal of transportation 
service to the public at the lowest cost con- 
sistent with the furnishing of such service. 
The result of finding remunerative ‘back- 
haul’ traffic might well be the means for re- 
moving from the going heavy volume of 
traffic the burden of the cost of empty re- 
turn movement, and bring about true econ- 
omy in operation. But there are limits be- 
yond which such efforts cannot reasonably 
be permitted to go.’”® 


* Leather from Middlesboro, Ky., to Chicago, Ill, 
18 M.C.C., 265 (268-9). 

*Onions and Potatoes from North Dakota to 
Twin Cities, 26 M.C.C. 153 (157). 
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This limit appears, in the light of all de- 
cisions in which the compensatory test is 
a factor, to be average cost for the traffic 
in question. 


Analysis of Commission's Position 


The I.C.C. gives emphasis to one aspect 
of developing back-haul traffic which may 
readily be overlooked. Very low promo- 
tional rates may require additional truck- 
miles and/or man hours to handle greatly 
augmented traffic. But it need not follow 
that truckers ignore the costs of added 
man hours at the terminals and those for 
overhead in quoting rates designed to de- 
velop a balanced movement. Not all 
phases of truck operation will reach opti- 
mum utilization simultaneously. For ex- 
ample, excess terminal capacity may exist 
when line-haul capacity is 100 per cent. 
A given increment in traffic will affect 
the various cost elements differently. The 
carriers should simply give recognition to 
these added costs when establishing rates 
lower than average cost. The argument of 
the Commission should mean only that 
carriers be certain that the proposed rates 
truly cover all added costs that may arise 
in the long run from such added traffic. 
It should not presume that the carriers 
will offer rates which will overtax their 
current capacity. 

As its second point, the Commission 
properly notes that competition would 
force other carriers to reduce their rates 
in the same direction below full cost. In 
the eyes of the carriers, rate-cutting in the 
same direction can be justified in the 
short run only if the added gross revenue 
is no less than the added cost of the new 
traffic. Furthermore, if some traffic had 
been moving at higher rates, the revenue 
from the new traffic must recoup revenue 
lost on the first units in addition to its 
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out-of-pocket cost. Consumers, by having 
more goods moved at a lower transporta- 
tion cost per unit, would gain to the ex- 
tent that the savings are passed forward. 
If the reduced rates simply result in a 
temporary redistribution of the limited 
back-haul traffic among the several car- 
riers, shippers and consumers would gain 
at the expense of the carriers. The expe- 
rience of the railroads in reducing rates 
to out-of-pocket cost for return hauls 
would be useful in ascertaining to what 
extent these rates stimulated new traffic. 
But this would require a study beyond the 
scope of this paper. 

The I.C.C. also argues that a “very 
large part of the rate structure” might be 
disrupted. The effect upon rate relation- 
ships of reducing a single rate may be 
likened to the dropping of a pebble in a 
pool which results in ever-broadening 
concentric circles of waves diminishing in 
size. The rail rate structure, to which 
many truck rates are tied, is the product 
of many years of higgling over nice ad- 
justments among rail carriers, shipper- 
representatives and the Commission. The 
rates on short-haul and high-value traffic 
have been higher than rates on long-haul 
and low-grade traffic when reduced to a 
per-mile basis. But if the revenue of the 
rails should be reduced substantially by a 
competitive truck rate reduction, the rails, 
in order to remain solvent, may be forced 
to recoup this revenue from other traffic. 
Yet, rail rates on this other traffic may 
already be set to yield maximum returns. 
Thus, disruption of the rate structure may 
lead to new bankruptcies or government 
subsidies. 

The rail lines may, according to the 
I.C.C., cut under the higher truck rates 
applying in the preponderant direction 
upon which the truck operators are de- 
pendent for profit. As a matter of fact, 
this situation has arisen in very few de- 
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cisions subsequent to the Refrigerator 
Materials Case. 

One argument advanced is that protec- 
tion of the rail and truck rate relation- 
ships may result in the application of low 
rates to commodities, the flow of which 
is sensitive to changes in freight rates, 
and high rates to commodities whose 
movement is not affected by a high level. 
Charging what the traffic will bear has 
been an important factor in the develop- 
ment of rail rate relationships. Thus, the 
total number of ton-miles would be great- 
er than if the rail structure were demol- 
ished by strict adherence to average cost. 
Not only shippers and consumers would 
gain but net revenues of the transporta- 
tion system would be increased. 

Assuming that the 41 decisions involv- 
ing return hauls are typical of all other 
truck rate charges where back-hauls are 
a factor, it appears that disruption of the 
rail and truck rate structures in reality is 
not serious. It was the sole basis of pro- 
test in 3 out of 41 decisions involving re- 
turn hauls. The Commission denied one 
and granted two proposals. In one of 
these, the I.C.C. agreed with respondents 
that the rates should be increased solely 
to eliminate the tendency to disrupt the 
structure of rates. Demoralization of the 
rate structure was one of several charges 
by protestants in 11 proposals, 9 of which 
were denied by the Commission. None of 
the protestants charged that this was a 
factor in 27 cases, of which 21 were de- 
nied wholly by the I.C.C. Hence, when 
the Commission denied proposals where 
the breakdown of the rate structure was 
one of several factors considered, it is 
highly improbable that the I.C.C. was in- 
fluenced greatly by this one factor. Usu- 
ally the Commission emphasized the com- 
pensatory character of the rates as meas- 


ured by anticipated revenue and rate com-. 


parisons, the nature of carrier competi- 
tion and classification characteristics. The 
influence of disruption of the rate struc- 
ture on 39 decisions involving reduced 
back-haul rates is summarized in Table I. 


TABLE I. Decisions IN RepuceD BAckK- 
Haut Rate Cases CLASSIFIED BY RATE 
STRUCTURE DISRUPTION. 








ALLEGATIONS OF Number of Decisions 


PROTESTANTS 





__ Granted Denied _ 





l 
| 
Total | 31 
Disruption charged | 3 | 

| 1 

| 9 

| 21” 


Sole factor 53 
Additional factors 2 
Disruption not charged | 5? 





8 Qne case involved increased rates b= Cotton Clothing and 
Underwear in the South, 10 M.C.C. 691. 

bOne case involved increased ‘rates, some of which were 
granted and some denied, Classes and Commoiities in the 
Southwest, 8 M.C.C. 539. 


The Commission’s third point is the 
fear that truck rates may be reduced to 
out-of-pocket cost in both directions be- 
cause the traffic of each carrier may pre- 
ponderate in the direction opposite to that 
of the competitors. In only one I.&S. de- 
cision’® has the I.C.C. explicitly noted that 
the anticipated back-haul traffic of re- 
spondent moved in the same direction as 
the principal movement of all other car- 
riers. This was between the Twin Cities 
and Webster, South Dakota. Even here 
respondent offered a less frequent service 
so he was not a vigorous competitor. 
However, it appears in another decision™ 
that respondent transports chiefly live- 
stock to market and seeks back-haul traf- 
fic of certain farm supplies. A number of 
carriers haul farm products primarily, but 
their equipment cannot handle all farm 
Webster, 


Hanson Transfer Commodities to 


S.Dak., 22 M.C.C. 181. 
"George Taubert, 
Minn., 24 M.C.C. 373. 


Holland, 


Commodities to 
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supplies. For most motor common car- 
riers, the principal movement is outbound 
from cities to small towns and villages ; 
hence, no compensating back hauls. Again, 
a number of decisions have indicated that 
traffic from Chicago to Denver is heavier 
than in the reverse direction.* In a case 
involving proposed reduction from Minot, 
N.D., to the Twin Cities, respondent 
truckers asserted that: 


“All members of the Northwest Tariff Bu- 
eau operating between the points in ques- 
tion have the same problem, that is, the 
back-haul is in an eastbound direction. We 
have been unable to locate any other motor 
carriers who have a situation that is just 
the reverse from that just pointed out. The 
natural thought would be that a livestock 
carrier might have such an operation. It is 
our belief and we believe that such belief is 
correct that the livestock moving out of 
Minot territory moves into West Fargo and 
carriers handling it into West Fargo do not 
operate into the Twin Cities.” (Onions and 
Potatoes, North Dakota to Twin Cities, 26 
M.C.C. 153, September 1940, Brief of 
Northwest Tariff Bureau, Respondent, p. 
9.) 


But the protesting rails noted that their 
traffic was preponderantly in the opposite 
direction and that they would cut under 
the main-haul rates of highway carriers 
upon which the latter are dependent : 


“As we have shown the preponderance of 
rail traffic between Minot and the Twin Ci- 
ties is eastbound and the truck lines are 
heavily dependent upon the westbound haul. 
It would seem that in the instant case the 
rail lines would be in an excellent position 
to turn the ‘added traffic’ theory against the 
respondents to the prejudice of their inter- 
ests and the demoralization of the existing 
rate structure.” (Jbid. Protestants’ Brief, 
p. 13.) 

While one case involves an origin 45 miles off 
a main highway, it suggests that the back-haul 
movement to Denver is opposite to the back-haul 
traffic of other carriers. 
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The Commission, in the frequently- 
quoted Refrigerator Materials Case, ob- 
served that motor carriers generally main- 
tained lower rates northbound than south- 
bound. For instance, respondent and pro- 
testant quoted a rate on fruits and vege- 
tables of 50 cents from Memphis to St. 
Louis and 70 cents southbound. The 
rates on drugs, chemicals and medicines 
were 61 cents northbound and 72 cents 
southbound between these two points, 
Again, the Commission noted in a later 
decision that the northbound traffic of an- 
other respondent was 42 per cent of its 
southbound traffic. 


“Under these conditions, the northbound 
rates of the motor carriers have generally 
been made on a level lower than the south- 
bound rates. The same situation prevails, in 
large measure, in the rate structures of the 
rail carriers,”’14 


Respondent’s average revenue per truck- 
mile for all traffic from St. Louis to Mem- 
phis, Tenn., was 24.2 cents and 5.8 cents 
northbound. In another case the average 
revenue per truck-mile for respondent for 
the first 9 months of 1938 was 20 cents 
southbound from Louisville to Middles- 
boro, Ky., and 2.1 cents in the opposite 
direction.‘* Based on respondents’ ex- 
perience of operating, fully loaded, 20,000 
pounds from Chicago to Denver (1,047 
miles), respondent A received 27 cents 
per truck-mile, B received 28 cents, and C 
received 24 cents. Based on the approxi- 
mate experience of 18,000 pounds east- 
bound, the rates yielded revenues of only 
16, 13, and 17 cents, respectively.” 

As Investigation & Suspension cases 
are generally restricted to the rates of a 


* Proportional Rate on Drugs—Memphis-St. Louis, 
12 M.C.C. 447 (450). 

Teather from Middlesboro, Ky., to Chicago, Ih, 
18 M.C. 265. 

Western Territory Commodity Rates and Rat- 
ings, 71 M.C.C. 511. 





ently- 
2, Ob- 
main- 
outh- 
1 pro- 
vege- 
io St. 

The 
jicines 
cents 
oints, 
_ later 
of an- 
of its 


bound 
nerally 
south- 
ails, in 
of the 


truck- 
Mem- 
s cents 
verage 
nt for 
) cents 
iddles- 
posite 
s’ ex- 
20,000 
(1,047 
cents 
and C 
)proxi- 
; east- 
yf only 


— cases 
s of a 
yt. Lous, 
ago, I, 


nd Rat- 


RATE POLICY FOR BACK-HAULS OF TRUCKS 337 


few respondents over given routes, the 
records do not develop full analyses of 
the direction of traffic of all operators. 
But most evidence points to traffic mov- 
ing in greater volume persistently in one 
direction. Various decisions involving 
different respondents suggest that sub- 
stantially more traffic moves south and 
southwest from Chicago and from St. 
Louis than in the opposite direction. A 
greater volume of tonnage is transported 
from Chicago to Wisconsin and Minne- 
sota than in the reverse direction. The rail 
carriers which haul most of the traffic 
seldom have balanced movements. Like- 
wise, steamship lines seldom have bal- 
anced movements. 

Even where the total tonnage may be 
equal in both directions, one direction 
may be considered a back-haul because 
the low-grade commodities simply would 
not move at rates based on average cost. 


Granting the existence of excess ca- 
pacity in both directions at present rates 
shared more or less by all competitors, 
how can such waste be eliminated other 


than through rate reductions? These 
eliminate the more inefficient capacity and 
firms, assuming sufficiently equal finan- 
cial strength to permit survival of only 
the more economical firms. There need 
be no high correlation between efficiency 
and ability to survive. The remaining 
carriers could then, with fewer trucks, op- 
erate at capacity at rates lower than ex- 
isted originally but higher than during the 
transitional period. Such a condition 
postulates ability to make frequent rate 
changes, 

The Commission has implemented its 
fourth point by prohibiting trucks from 
cutting rates below average cost to com- 
pete with the rails unless the latter are 
quoting rates which fail to meet their av- 
erage cost. 


This condition has occurred 


in not more than two truck decisions. 
With a given cost situation, the maximum 
rate-determining factors for a carrier 
would normally be the elasticity of de- 
mand for transportation for the traffic 
concerned and the alternative means of 
transportation. The minimum rate would 
be the short-run marginal cost of the 
back-haul. 

Where back-haul traffic is important to 
railways, there is little doubt that they 
would reduce their rates to meet a re- 
duced truck rate. Rails can absorb rev- 
enue losses on a few movements more 
readily than a single truck operator be- 
cause the operations of the former are 
more diverse, but not generally any more 
than all truck competitors combined. The 
rails established rates less than average 
cost long before truck rates came under 
the jurisdiction of the Commission.’® 

Before cutting back-haul rates, the 
trucker should weigh the effect of his ac- 
tion on rail retaliation against his esti- 
mate of the increase in his gross revenues 
arising from the increase in the total ton- 
nage of the traffic in issue stimulated by 
the rate reduction. After allowing for 
competing forms of transport, demand 
elasticity depends upon factors beyond the 
control of transportation agencies. There- 
fore, they should establish back-haul rates 
calculated to maximize income over the 
direct cost attributable thereto. The more 
elastic the demand, when greater than 
unity, the more profitable it becomes to 
reduce back-haul rail and truck rates be- 
Icw average cost. Short-run marginal 
cost per unit of back-hauls is likely to re- 


It is not within the scope of this paper to learn 
whether the Commission, since 1936, has permitted 
protested rail rate reductions to become effective 
when recovering less than average cost on the return 
haul. Hence, no conclusion can be reached with re- 
spect to a consistent rail and truck return haul rate 
policy. 





338 


main about constant for any amount of 
traffic up to the point where some seg- 
ment of the transport facilities requires 
expansion due to the increased back-haul 
traffic. Beyond this point, the rate for all 
back-haul traffic of a given commodity 
depends upon maximizing aggregate in- 
come over aggregate short-run marginal 
cost. 

As noted above, a floor to rates which 
is to recover full cost to every participat- 
ing carrier may perpetuate idle capacity 
on the back-haul. The only remedy is to 
reduce rates. 

Experience, as related in 41 Interstate 
Commerce Commission decisions con- 
cerned with back-haul, demonstrates that 
in fact there is no foundation for the fears 
stated by the Commission, although its 
argument with respect to possible disrup- 
tion of the rail and truck rate structures 
may be theoretically sound. 

In view of (1) the failure to develop 


at hearings or in briefs the average cost 
data for respondents, let alone costs di- 
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rectly assignable to back-haul traffic, (2) 
the impracticability of developing demand 
for transportation by type of traffic by 
Commission attorneys, and (3) the fail- 
ure to be guided by economic principles 
set forth above, it would appear to be de- 
sirable public policy to permit carriers to 
use their on-the-ground business knowl- 
edge and judgment presumably approxi- 
mating these principles in establishing 
back-haul rates. Protesting truck tariff 
bureaus possess a more extensive experi- 
ence than single respondent truckers, yet 
this is not always applicable to a specific 
situation. Further, the general philosophy 
of tariff bureaus for higher rates is neith- 
er beneficial to shippers nor to all carriers. 

By a return to the relatively free forces 
of competition, even though imperfect, 
excess capacity would tend to diminish, 
shippers to pay lower rates, and possibly 
the profits of the remaining carriers to be 
increased by new traffic or at least during 
the transitional period in which inefficient 
operations would tend to be eliminated. 
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Economics of Soil Conservationt 
I. Individual and Social Considerations 
By E. C. WEITZELL* 


HIS article will be confined to the con- 
sideration of a few of the more gen- 
eral and basic problems of soil conserva- 
tion. The exclusion of other resources is 
necessary in order to eliminate the con- 
flict in character between exhaustible and 
inexhaustible, and substitutable versus 
nonsubstitutable resources. For the pur- 
pose of this discussion, soil is considered 
as having no practical substitutes and as 
being an exhaustible resource, except that 
it may be utilized continuously and indefi- 
nitely under certain types of practices 
without material impairment of its useful- 
ness. The latter characteristic distin- 
guishes it from exhaustible resources of 
the mineral-deposit type, which are irre- 
placeably consumed in the process of utili- 
zation. In contrast to certain resources 
which may be substituted for each other, 
rendering one or the other obsolete, soil 
is assumed to have no substitute in its 
capacity for producing the necessities of 
life. Consequently, erosion and depletion 
of the soil represent the exhaustion of a 
nonsubstitutable resource. For any par- 
ticular area, or for any specific number of 
people, the state of production technology 
may determine the extent to which ex- 
haustion should be limited and, in turn, 
how extensively or intensively it may be 
necessary to utilize the soil in order to 
provide the desired level of consumption. 
{An adaptation and revision of portions of a 
thesis presented to the University of Wisconsin in 
partial fulfillment of the requirements for the de- 
gree of Doctor of Philosophy, January, 1943. Mark 
M. Regan, Bureau of Agricultural Economics, made 
humerous criticisms in the interests of both content 


and clarity of this presentation. _ 
* Bureau of Agricultural Economics. 


In general, however, there is no substi- 
tute for soil. 


Character of Soil Conservation 


The term conservation has been used to 
denote a variety of aims. Former defini- 
tions have included the prevention of 
waste,’ the maintenance of the present 
level of productivity,? and the rehabilita- 
tion of a former or higher level of pro- 
ductivity.? Variations in concepts have 
resulted from differences in the character 
of resources as well as variations in the 
goals being sought. In most instances, the 
thinking has been in terms of the preven- 
tion of the wasteful exploitation of physi- 
cal resources or of the maintenance of 
physical productivity. Relatively minor 
attention has been given to the economic 
and social justification for action of this 
type. The objectives behind the usual 
concepts of conservation have been the 
result of a fear that the future supply of 
certain resources will be jeopardized by 
excessive consumption in the present. 
Hence, it is clear that basic economic and 
social questions are involved in the de- 
laying of current consumption in favor of 
more or less indefinite future consump- 
tion. 

On the contrary, it is probably astute 
to confine the definition of soil conserva- 
tion to the concept of physical mainte- 
nance rather than to expect general ac- 


*R. T. Ely, et al, The Foundations of National 
Prosperity (New York: Macmillan, 1923), p. 4. 

7A. C. Bunce, “Time Preference and Conserva- 
tion,” Journal of Farm Economics, August, 1940, 
p. 536. 

*R. T. Ely, op. cit., p. 5. 





340 


ceptance of a definition having economic 
and social implications. It may be suf- 
ficient to indicate that soil conservation is 
the maintenance of a specific level of pro- 
ductivity for an infinite period of time. 
Immediately, however, there are a num- 
ber of important considerations to be 
made before this concept is applicable in 
a practical sense. For example, what level 
of productivity is advisable, under what 
conditions might this level vary, and what 
social and economic factors are involved? 

Bunce has divided agricultural land 
into “fund” (soil structure) and “flow” 
(fertility) resources.* He then charac- 
terizes conservation as the maintenance 
of the fund resource, irrespective of dy- 
namic circumstances, leaving flow re- 
sources to vary according to the intensity 
of need for production. Abstractly, this 
separation may be justified, but actually 
there may be some difficulty in determin- 
ing the point at which soil becomes a flow 
resource and ceases to be a fund. Organic 
material is a part of the soil structure and 
also a very important variable element 
contributory to fertility, particularly the 
carbon-nitrogen ratio. Moreover, a pro- 
gram of soil conservation for sloping land 
may have to provide for a mere check on 
the rate of erosion rather than for its 
elimination. Temporary and unusual 
needs for production may dictate a re- 
laxation of protective measures for a time, 
during which both fund and flow re- 
sources may be adversely affected. In 
other words, there is reason to believe 
that productivity consists of a combination 
of soil structure and chemical elements, 
both of which may vary in a dynamic 
economy. Except in the case of very thin 
soils, topsoil may be created by slightly 
deeper plowing and the addition of or- 


*A. C. Bunce, Economics of Soil Conservation 
(Ames, Iowa: Iowa State College Press, 1942), pp. 
4-9, 
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ganic and plant food elements. This is not 
an unusual practice in some parts of the 
country. Thus, soil as a production med- 
ium may be much less costly to rebuild 
than to maintain the physical structure 
under the stress of certain temporary cir- 
cumstances. 

In order to orient properly the con- 
cept of conservation in a practical sense, 
it is necessary to relate it to a method and 
level of use which can be maintained eco- 
nomically, assuming certain levels of de- 
mand, and to the amount of money that 
may be expended economically for achiev- 
ing resource maintenance. Both of these 
determinations are necessary for the eval- 
uation of programs designed to achieve 
conservation. Any such program must 
fit a practical management plan which 
will return benefits equal to or greater 
than the costs involved. This distin- 
guishes economic conservation from phys- 
ical conservation, wherein the cost-benefit 
relationship is not considered.® For ex- 
ample, erosion of farm lands might be 
retarded or totally eliminated by engineer- 
ing measures; but, unless all the costs of 
such control are economically justifiable 
in terms of future incomes, the result will 
be physical rather than economical con- 
servation. 

Hence, soil conservation implies a 
method or methods of land utilization 
which will return a maximum net income 
without depleting or impairing the pro- 
ductivity of the basic resources in the long 
run; and it recognizes the possible exist- 
ence of virgin fertility, the maintenance of 
which could not be justified economically 
or which might not be physically possible 
under a particular use. It will be neces- 
sary, then, to relate soil maintenance to 


Incidentally. it is not the highest benefit-cost 
ratio which is desirable, but the highest total net 
benefits that must guide the application of measures 
designed to achieve conservation. 





S not 
f the 
med- 
build 
cture 
r Cir- 


con- 
ense, 
| and 
eco- 
f de- 
that 
hiev- 
these 
eval- 
lieve 
must 
hich 
ater 
stin- 
hys- 
nefit 
eXx- 
t be 
1eer- 
s of 
able 
will 
con- 


= 
tion 
ome 
pro- 
ong 
cist- 
e of 
ally 
ible 
ces- 
» tO 


-cost 
net 
sures 


ECONOMICS OF SOIL CONSERVATION 341 


the types of use which will tell us the 
amount of production or income which 
can be realized without exploitation. Con- 
sistent with this ideal, income may be de- 
fined as that production which will leave 
the resource in the same state of produc- 
tivity at the end of any given period that 
characterized it at the beginning, as- 
suming constant technological conditions.® 
This definition portrays the theoretical 
aim of soil management in order to 
achieve conservation. 

In practice, the aim should be to pro- 
vide methods and conditions of efficient 
productive enterprise which will make 
full use of soil resources in the present 
and, at the same time, maintain the pro- 
ductive capacity for the future. Produc- 
tivity should be constant from any given 
point in time, consistent with the most 
profitable use. The latter concept assumes 
that adjustments in production levels may 
be as necessary as dynamic economic con- 
ditions demand. There can be no static 
level of conservation in a commercial 
economy. Cost and price relationships ne- 
cessitate changes in the intensity to which 
capital and labor may be applied to land 
for maintaining resources. Long-time 
conservation leads from a general direc- 
tion to the more specific levels that may 
be feasible in a short period. 

Soil conservation programs have varied 
in objectives as they have been admin- 
istered by the various governmental 
agencies. Along with a lack of distinction 
between physical and economic conserva- 
tion, most of the programs administered 
by “action” agencies have been designed 
to improve productivity rather than sim- 
ply to maintain the prevailing level of pro- 
duction. This necessitates a reinvestment 
to the extent of past depletion or, in other 
words, to the extent that the costs of pre- 


°J. R. Hicks, Value and Capital (New York: 
Oxford Press, 1939), p. 176. 


venting erosion and depletion have been 
passed on from the past to the present. 
Consequently, the job takes on the char- 
acter of reclamation or rejuvenation of 
depleted soils which have been exploited, 
misused, and unprotected during critical 
periods. In such cases the costs may be 
particularly burdensome to present prop- 
erty owners—the result of an accumula- 
tion of costs over a period of years. 


In reestablishing a former level of pro- 
ductivity, it must be determined to what 
extent it is desirable to reclaim land, and 
also the level of productivity that can be 
economically reestablished. The degree 
of future demand for agricultural and for- 
est productivity must guide the invest- 
ment for reclaiming and conserving soil. 
Furthermore, the economic capacity of 
any soil type under a specific use must be 
considered in order to avoid excessive ap- 
plication of capital beyond the point of 
economical absorption and use. 

The character of soil under different 
types of cover, and under the several uses, 
bears a direct relationship to the level of 
fertility that can be maintained to advan- 
tage. For example, under virgin forest 
cover the comparatively high organic and 
moisture content of the soil results in a 
rather high fertility ratio. This high level 
of fertility usually can be maintained as 
long as the forest use is unchanged. When 
the land is cleared and the use changed to 
pasture, a new and lower fertility balance 
eventually will be reached because the new 
cover and increased exposure are not con- 
ducive to the high virgin fertility balance. 
A further intensification of use, let us 
say crop production, would reduce the 
fertility balance still further under normal 
conditions. Temporarily, the new use 
would have an abnormal advantage in 
having a residual of the relatively high 
fertility of the former use. But it would 
be extremely costly to maintain the fer- 
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tility level of some virgin land devoted 
continuously to crop production after the 
factors that had contributed to high fer- 
tility have been removed. Consequently, 
efforts to achieve conservation must be 
based on a level of fertility consistent with 
the use to which the land is to be put and, 
in turn, consistent with the economic cap- 
ability of the soil.’ 


Cost of Conservation 


There are a number of familiar costs 
in connection with the physical mainte- 
nance of any type of property over a pe- 
riod of time. Usually these costs are not 
paid, or the property maintained, unless 
the expected future income is sufficiently 
high to justify it. This is precisely the 
economic problem in soil conservation. 
To conserve productivity there must be 
certain amendments to soil fertility to 
compensate for the depletion which nor- 
mally occurs with use. In addition, cer- 
tain lands need artificial protection to pre- 
vent depreciation when utilized for types 
of production which do not provide nat- 
ural protection from the elements. The 
expenditure which would be necessary to 
maintain a certain level of economical 
productivity is the cost of conservation. 
This should be considered a fixed cost, 
chargeable to annual gross income and 
payable to the soil in the form of amend- 
ments and protection. 

As a basis for such action, there must 
be an objective or reason for delaying 
the consumption of the resources, the fu- 
ture value of which is greater than the 
immediate opportunity value plus the 
waiting costs of maintenance. The only 
reason for conserving certain natural re- 
sources is the fact that they are irrepro- 


*C. C. Nikiforoff, “Soil Organic Matter and Soil 
Humus,” Soils and Men (Washington, D.C.: US. 
Dept. of Agriculture Yearbook, 1938), pp. 932-939. 
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ducible or irreplaceable, and indispensable 
to human welfare in the future.* These 
characteristics must supply the future 
value sufficiently to justify continuous in- 
vestment in land, assuming that soil al- 
ways has a value for some level of pro- 
duction intensity. 

Exploitation will and should occur 
when expected future values will not justi- 
fy the costs of conservation. For example, 
let it be assumed that the future value of 
coal is very low owing to certain tech- 
nological developments, such as the sub- 
stitution of other fuels and products for 
coal. In such case, the existing supply of 
coal had better be consumed at present 
while it is of value rather than held until 
its value is negligible. 

The case of the farmer and the soil is 
somewhat different. There is no plausible 
substitute for soil, although various tech- 
nological developments and changes in de- 
mand may alter the area needed for a 
specific use. In case consumption demand 
is low and the state of the arts highly 
developed, production will assume an ex- 
tensive character, greater quantities of 
land being combined with relatively fewer 
units of labor and capital. On the other 
hand, if the man-land ratio (demand) is 
relatively high, land will be utilized in 
smaller quantities per unit of labor and 
capital. The fixity of land as space sets 
definite limits on the volume of soil pro- 
ductivity that can be achieved at any spe- 
cific level of technological development. 
This produces a scarcity which, along 
with a continuous demand for land to a 
greater or lesser degree, provides future 
value. Soil is a resource that will always 
bear greater or lesser value, whether pop- 
ulation is sparse or dense at any specific 
time. Production from the land is char- 
acterized by critical periods of extreme 


* Aesthetic values may be desirable, although not 
indispensable. 
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demand at times when it is very impor- 
tant that soil resources be in a highly 
productive state. This, together with the 
constant human aim for greater consump- 
tion, creates future values which justify 
conservation at some level of intensity. 
On the basic assumption that there is no 
substitute for soil, it never will be possible 
for the cost-benefit relationship to allow 
zero soil productivity.® Even the destruc- 
tion of individual tracts would not be al- 
lowable because of the joint cost of ero- 
sion and down-stream siltation, floods, 
and water tables. The lowest use might 
be natural vegetation, facilitated by pro- 
tection and probably some plantings. Yet 
this could not be termed zero productivity 
in light of the many indirect benefits and 
the slight cost of protection. Some level 
of conservation will be possible and fea- 
sible under either extensive or intensive 
production, depending on demand for con- 
sumption goods, under an optimum dis- 
tribution of all resources, and if produc- 
tion organization is efficiently operated. 
It is a maldistribution of resources and 
production inefficiency that leads to dif- 
ficulty in holding to economical behavior 
in connection with the utilization of land 
resources, 


Private Enterprise and Conservation 


The role of the farmer as private en- 
trepreneur and consumer bears impor- 
tant implications relative to the problem 
of soil conservation under fee simple pri- 
vate property. He must be the conserva- 


*It is possible that a small tract of land might be 
so disadvantageously located or, for other special 
reasons, be so unprofitable to use except by ex- 
ploitative methods, that no potential cost-price re- 
lationship would permit conservation. A small, re- 
mote island in the sea, for example, might produce 
profitably for a short time under exploitative prac- 
tices. Such a very special case would closely re- 
semble the mining of subsurface resources. Joint 
benefits and future value would preclude practi- 
cally all land from such a classification. 
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tor to the extent that public control meas- 
ures are lacking. We shall be interested 
here in the problems encountered by indi- 
viduals and the apparent conflicts in pur- 
pose that arise in connection with soil 
utilization. 

The farmer who is not subject to ex- 
ternal influences and control, other than 
purely competitive forces, and who is fol- 
lowing his best interests as an entrepren- 
eur, prefers to maintain his resources and 
maximize his income over a period of time 
rather than consume his holdings in a 
relatively short time and be in want for a 
longer period. But there may be a limit 
to the longevity of his interest. The con- 
servationist, on the other hand, is not in- 
terested merely in maximizing income for 
his own lifetime, but looks forward to a 
continuation of socially necessary produc- 
tion. Hence, entrepreneurship, to be con- 
sistent with the social interest, is not 
a matter of merely maximizing income 
over the span of one or more generations, 
but one of maximizing the income of soci- 
ety in perpetuity. 

If it is apparent that the present value 
of the potential future return will be suf- 
ficient to repay the expense, as well as to 
provide earnings comparable to alterna- 
tive investments involving similar risks, 
the remoteness of the return compared 
with the length of human life will not be 
a serious discouragement to private in- 
vestments in maintaining natural re- 
sources. Theoretically, “at any given 
time the investment will have a capital 
value which may be turned into cash.” 
The chief reason why private investors 
are reluctant to make investments of this 
type is that the current value of the ex- 
pected future return is too small to justi- 
fy the necessary expense and risk.?° 


*L. C. Gray, “The Economic Possibilities of Con- 
servation,” Quarterly Journal of Economics, May, 
1913, p. 513. 
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In addition to the more or less objec- 
tive factors which affect the evaluations 
made by all rational entrepreneurs, there 
are certain subjective considerations which 
alter the decisions of some operators. Cer- 
tain peoples feel that their future is so 
deeply rooted in the land that they do not 
consider alternative types of investment. 
A creed of living based on the continuous 
productivity of land leads them to sacri- 
fice possible current consumption in favor 
of the welfare of those who will live by 
their faith (dependent on land) in the 
future. Following this fervent faith in 
land, they sometimes make extreme sacri- 
fices of labor and consumption in order to 
rehabilitate poor land. They follow an ex- 
treme idealism which leads them to value 
a future security in the land more than 
present labor and possible consumption 
which might be gained from some other 
source," 

This is not to confuse the superior abil- 
ities of some operators with the concept 
of idealism. Superior management and 
initiative make it possible for some farm- 
ers to realize high returns, even from 
comparatively low-quality land. The bet- 
ter managers realize that their greatest 
net gain is possible by intensifying the 
expenditure of personal time and labor for 
maintaining maximum production. Time 
and labor are the factors of production 
which, in lieu of better alternative oppor- 
tunities, may be intensively added to land 
without increasing monetary investment. 

In general, the American people depend 
on immediate consumption resulting from 
cost-price relationships. Starting with 
early settlement, they have had two alter- 
natives: (1) to follow the self-sufficing 
agrarian methods of colonial agriculture, 
or (2) to progress with the remainder of 
the economy toward a highly technical 


™ Angus McDonald, “My Father Was a Soil 
Builder,” Harpers, December, 1940, pp. 42-52. 
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commercial agriculture and a higher level 
of consumption. To the extent that these 
people remain on farms, they are choos- 
ing the latter principally because of the 
comparatively greater purchasing power 
of their labor in terms of consumable com- 
modities. Farmers are demanding that 
they be able to compete with industrial 
workers in terms of purchasing power. 
The customs, institutions, and folkways 
of basically agrarian peoples have given 
way to the methods and institutions of an 
aggressive commercial agriculture. The 
only feasible way in which to promote 
conservation is to show the farmers that 
it pays to follow the methods of manage- 
ment which give them an acceptable posi- 
tion in the realm of commercial (price) 
farming.’? It is society’s responsibility to 
make the necessary institutional adjust- 
ments which will permit agriculture to 
compete in the realm of price relation- 
ships. This brings us back to our point 
of departure—the entrepreneur and _ his 
problem of conservation. 


Factors Affecting Individual Action 


The environment and habits of people 
have a noticeable effect on the manner in 
which resources are utilized and the de- 
gree of acceptance of new ideas. Practices 


“The emotional and sentimental theories of cer- 
tain land philosophers take on realism only to the 
extent that people are willing to sacrifice opportuni- 
ty costs, or to the extent that they conform to the 
demands of a commercial economy. In terms of 
social institutions, there is the possibility of teach- 
ing a level of living involving less consumption, or 
certain ideals with respect to resource maintenance 
which may be effective in lowering the demands for 
income. Through this process it may be possible 
to achieve the conservation of resources which may 
be submarginal in a commercial economy of higher 
consumption habits. The applicability of this tech- 
nique is probably extremely limited. In general, and 
as agriculture becomes more thoroughly commer- 
cialized, farmers will find it necessary to compete 
with the industrial economy for Jabor and other 
factors. It will then be essential to conservation 
that the efficiency of operation be on a par with 
industry. 
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that have been followed by several gen- 
erations are often reluctantly discarded 
for more advanced methods. Likewise, 
an industrially-minded people often fail 
to appreciate land resources as much as 
those who have depended almost entirely 
on the land for many generations. Agri- 
cultural people who look forward indefi- 
nitely to land estates are quick to see the 
importance of conservation. On the other 
hand, a people reared in a young and ex- 
panding economy, not mindful of the dis- 
tant future and the cost-benefit relation- 
ship, are prone to exploit resources, hop- 
ing to move on to other sources of income. 
The ideal of exploiting the land and in- 
vesting in commercial enterprises must be 
changed to the ideal of investing and re- 
investing in land for the assurance of fu- 
ture income, if conservation is to be a 
reality. This is not in contradiction to the 
stand taken in previous statements; it is 
merely a criterion which serves as a basis 
for good land-stewardship—recognizing 
the importance of price and the necessity 
of creating a healthy agriculture as a part 
of the whole economy. 

The factor that must be altered in favor 
of conservation is that of exploitation or 
unnecessary immediate resource consump- 
tion. It is generally true that soil re- 
sources may be (and have been) utilized 
in a manner that will permit greater net 
income for a short period than can be 
achieved with conservation. It is accom- 
plished by neglecting the fixed costs of 
maintenance. The “plant” is allowed to 
depreciate in favor of consumption or land 
investment is liquidated in favor of in- 
vestments of other types insofar as the 
individual does not assume all the social 
costs involved. In this connection the en- 
trepreneur is guided by two forces: (1) 
ignorance of the future value of agricul- 
tural production; or (2) purely economic 
motives based on earning power. The first 
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can be disposed of with the suggestion 
that education and the strengthening of 
ideals will be necessary to counteract pres- 
ent ignorance and poor management. An- 
tiquated ideals and fallacious customs in a 
democracy can be eliminated only by per- 
sistent education and demonstration to 
the contrary. 

The second point is more subtle. The 
preference of one type of investment to 
another by the entrepreneur is based on 
expected earnings. If the costs of main- 
taining one type of investment over a long 
period are high in relation to expected 
earning power, it will be liquidated in 
favor of more lucrative alternatives. 
Thus, the interest rate enters the picture 
in the form of the rate of discount by 
which future values are determined. The 
uncertainty and risk characterizing the 
several types of investment will vary ex- 
pectations and discount rates ; consequent- 
ly, if discount rates and the cost of main- 
tenance are high for a particular resource, 
it is likely to be exploited in favor of an- 
other. Low discount rates and relatively 
high expected earning power will encour- 
age resource maintenance. Such action is 
a partial basis for the interest rate by 
which investments in land will be judged 
to be, or not to be, economically justified. 
The allocation of resources to the position 
of greatest earning power is in line with 
the best interests of the individual and of 
society as a whole. The misleading fac- 
tors in this respect are ignorance, poor 
estimates of future earning power, and in- 
stitutional maladjustments which handi- 
cap the comparative earning ability of 
certain resources—particularly land. For 
example, farmers may misjudge the fu- 
ture of agriculture in favor of the stock 
market which will lead them to disinvest 
in land and transfer their risk to the mar- 
ket, or they may over-estimate the value 
of land which causes them to make exces- 
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sive capitalizations. In order to amortize 
debt and to meet other responsibilities, 
disinvestment may be necessary."* Like- 
wise, excessive interest rates which ex- 
ceed net earnings may force liquidation 
of resources (by neglect of upkeep costs ) 
in order to meet contractual obligations. 
Customary interest rates, not based on 
current earning power, represent a fre- 
quent burden to agricultural lands. 

A peculiar type of erroneous valuation 
has characterized agricultural lands in 
areas possessing potential mineral wealth. 
Investors have capitalized expected re- 
turns which fail to materialize, making the 
net income from agriculture insufficient to 
carry the excessive load. Soil resources 
are exploited in order to meet the carry- 
ing costs. Aesthetic values and overesti- 
mates of locational values often lead 
farmers to overbid land values, particu- 
larly since farm homes are combined with 
the business investment. Impractical and 
expensive buildings and other types of 
improvements often carry burdensome 
investment which can be amortized only 
by disinvesting the land of its productive 
value. Premature urban and industrial 
influences and excessive capitalization in 
small communities may result in generally 
higher land values than can be supported 
by the forthcoming income. Public assess- 
ments, taxes and other carrying costs 
which are levied after private capitaliza- 
tion has been contracted, often burden 
farming enterprises with fixed costs which 
were not anticipated. Consequently, more 
than net income is taken from the land 
in an effort to retain the property. These 
errors and influences must be guarded 
against if conservation of soil resources is 
to be feasible under our system of private 
property in land. 


*R. Schickele, “Economic Implications of Ero- 
sion Control in the Corn Belt,” Journal of Farm 
Economics, August, 1935, pp. 444-446. 


Certain important forces which deter 
conservation are beyond the control of 
individuals and even groups of indivi- 
duals. Unusual weather conditions and 
crop failures that cannot be forecast may 
induce exploitation. Lengthy drought pe- 
riods and rainy seasons and other factors 
contributory to low incomes may result 
in disinvestment in order to maintain 
families and to meet current obligations. 
Similarly, inflexibilities in the price sys- 
tem and maldistribution of resources may 
force private entrepreneurs to exploit re- 
sources in order to compete for a time. 


Time Preference and Conservation 


Conservation theorists and land philos- 
ophers have been prone to explain ex- 
ploitation, or the lack of conservation, as 
a “time preference” on the part of indi- 
viduals to consume or disinvest, rather 
than to conserve for a more or less un- 
certain future.’* Many individuals, volun- 
tarily or by force of circumstances, prefer 
to consume their resources rather than to 
hold them for a more or less unforesee- 
able future. Such actions, however, are 
based on forces which are explainable 
within the framework of economic be- 
havior. The problem is one of explaining 
the causes for such activities instead of 
being satisfied with an unfounded sub- 
jective explanation of consumptive ex- 
ploitation which is useless in itself.” 

Time preference is not an unexplainable 
subjective human trait. It is a result of 
the same forces which give rise to the 
interest rate.® The factors which lead 
the individual to prefer present goods over 
future goods or vice versa, and those 


*S. von C. Wantrup. “Economic Aspects of Land 
Conservation,” Journal of Farm Economics, 1938, 
p. 471. 

* A.C. Bunce, op. cit., p. 542. 

*F. A. Fetter, Economic Principles (New York: 
Century, 1926), p: 254. 
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which lead society to do likewise to a 
varying extent, represent the source of 
discount or primary interest rates." Much 
of the argument concerning the character 
of time preference would be.unnecessary if 
the debaters were to recognize this fact. 

For the individual, there are four basic 
causes for present time preference: (1) 
urgent needs (subsistence) in the pres- 
ent, irrespective of what the future may 
hold; (2) uncertainty and distrust of the 
future and the lack of acceptable produc- 
tivity; (3) the finity of human life; and 
(4) the careless or prodigal desire to ex- 
ploit. All are based on the desire to con- 
sume in the present and, in terms of soil 
conservation, the possibility of passing the 
costs on to the future in the form of dam- 
aged land. Thus, future owners or soci- 
ety must reinvest in and rehabilitate lands 
depleted in the past if these lands are to be 
used in the most effective manner in the 
future. 

In the first instance, time preference as 
a result of subsistence pressure is actually 
a lack of any alternative course to follow. 
The demand for present consumption is 
so pressing that the future is discounted 
at 100 per cent. Future productivity to a 
starving individual means nothing if he 
does not survive. The inaccessibility to 
greater amounts of consumption goods 
forces exploitation of meager resources 
even though the individual may realize 
that next year his production will be less 
as a result of this year’s depletion. He 
takes a chance that the future may be 
brighter. This would not be so vitally 
true if all consumers were not dependent 
on cash income. The American farmer, 
however, has come to depend on purchas- 
ing a large portion of his total consump- 
tion and this involves him in the com- 
mercial system. He cannot produce auto- 


"E. V. Bohm-Bawerk, The Positive Theory of 
Capital (New York: Stechert, 1930), pp. 237-248." 
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mobiles and gasoline from the soil. The 
lack of techniques incurs dependence on 
industry for clothing and certain other 
necessities and he has learned to require 
coffee, tobacco, and the like, for which his 
soil is not adapted or. likely to be subordi- 
nated. Instead of applying those conser- 
vation measures that require only avail- 
able labor and time, the interest of the 
typical subsistence farmer may be in seek- 
ing a source of immediate nonfarm cash 
income. The serious feature is that after 
the soil resources reach an acute stage of 
depletion the possibilities of rehabilitation 
appear hopeless to many individuals. They 
discount fully their future possibilities on 
the land and look to other sources for a 
livelihood, perhaps preferring to be idle 
rather than to labor toward rebuilding the 
land. 


A great many people find themselves 
seeking cheap land for a resting place 
during depression periods. They are 
forced to stave off starvation by shifting 
from place to place and exploiting the re- 
sources where possible. Inertia and the 
lack of desire to settle permanently on the 
land leads some to be careless about the 
care of the soil and other resources for 
future production. Here again, it is ap- 
parent that the individual may project his 
operations on a calculation that does: not 
include social costs. Individuals having 
low managerial ability, likewise, often 
seek poor land in search of livelihood. In 
fact, they may be driven to low-quality 
resources by the higher bidding of more 
capable farmers. 


The problem of gaining a subsistence 
by exploiting lands when no alternative 
opportunities are available is practically 
a time requisite rather than a preference. 
Under the circumstances, many people of 
this type know no other way of life. They 
do not possess the thrift and techniques 
requisite to agriculture on non-commer- 
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cial lands. In other words, it is not im- 
possible to farm steep, poor land and at 
the same time to conserve resources. It 
has been indicated in previous pages that 
frugal, ingenious peoples have been able 
to gain a more or less satisfactory sub- 
sistence from low-quality land in prefer- 
ence to other types of employment which 
might have been more lucrative. By in- 
tensive labor they have conserved and 
even improved the soil, paying the costs 
with labor and thrifty management.’* On 
the other hand, those who do not accept 
their current dependence on the land as 
permanent do discount the future fully 
when they are exploiting. 

The second basis for current preference 
is largely a matter of future expectation 
and the decision to consume more than 
necessary in the present, inasmuch as the 
future holds many uncertainties. For de- 
vious causes wealth may be lost ; hence, “‘a 
bird in the hand is worth two in the 
bush.” Here we have a good example of 
the cause for interest. On the other hand, 
holders of wealth may forego their desire 
to live abundantly in the present if inter- 
est on loaned goods is sufficient to over- 
come the desire for current consumption. 
It is here that the justification for conser- 
vation arises. Present time preference is 
opposed to conservation, but future time 
preference is consistent with the mainte- 
nance of productivity. In the first in- 
stance, the demand for a current supply 
of goods is dominant; in the second, the 
productivity of unconsumed resources 


8 It cannot be said that people who are dependent 
on relatively poor land, gaining a living by hard 
labor and frugality, actually live on a lower social 
plane. Their mode of life may not be obnoxious 
from any standpoint. They merely consume less of 
the industrial goods, including many luxuries that 
have grown to be customary in American society. 
Underconsumption is not advanced as desirab'e as 
long as better alternatives are available but it is one 
way of surviving and many peoples of the world 
have been forced to it. 
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ever time justifies the delay of present 
consumption. In other words, after the 
essentials of life are satisfied, additional 
consumption may be foregone in favor of 
continuous productivity at a certain level, 
or in favor of future values which are 
greater than those of the present. 

The third reason for current preference 
is closely related to the second, but de- 
serves emphasis in a society of fee simple 
ownership in land. The definity of human 
life places a very real limit on the extent 
to which the individual may be interested 
in the distant future. From the standpoint 
of soil depletion, this factor does not ap- 
pear of great importance. It usually is 
conceded that soil deterioration reacts so 
quickly on production that any net gain 
to an individual following this course 
would depend on the depletion occurring 
only a few years preceding death. On the 
other hand, with a relatively large pro- 
portion of farmers past 55 years of age, 
this problem has been significant in at- 
tempts to encourage reinvestment for re- 
habilitating resources. 


The fourth time preference factor pro- 
vides the greatest reason for social con- 
trol. Prodigal consumers are merely care- 
less and extravagant. They worry not 
about the future, nor do they give great 
consideration to the current values of life. 
It is not difficult to find persons who pre- 
fer to liquidate their investment in land 
by “mining” it, living in plenty for a rel- 
atively short period, rather than maxi- 
mizing the total income that might be 
produced over an indefinite period. This 
type of exploiter may have an interest in 
production for a certain number of years 
—perhaps he may confine his endeavors 
to consuming everything within the short 
span of one generation. Such operators, 
many farmers among them, are particu- 
larly prevalent in the development of ex- 
haustible mineral resources. Social costs, 
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aiid portions of the private costs, are 
passed on to the future, while they ignore 
the future capital value of the basic re- 
source. In such manner, potential future 
productivity of the former resource is de- 
stroyed or delayed for long periods be- 
cause of the lack of interest in the future. 
There is only one effective way to combat 
these types of exploitation and that is by 
public control. ; 

Objections to the concept of time pref- 
erence as an obstacle to conservation 
have been advanced on the basis that, in- 
stead of consuming capital goods, an own- 
er is free to obtain credit, using the con- 
served portion of the resources as securi- 
ty. Thus, both consumption and soil pro- 
ductivity could be maintained until such 
time as sufficient income from the re- 
source is available to repay the loan. 
There are a number of reasons why this 
is not a practical objection. (a) The sub- 
sistence farmer is not in the money mar- 
ket and lacks the certainty of expectation 
requisite to credit. (b)- Credit institu- 
tions are not in a position to loan against 
small annual improvements without dis- 
counting heavily the cost of conservation 
for loan purposes. (c) When farmers are 
in the position of being forced to decide 
“whether to eat their seed or not,” their 
credit status is not likely to be given much 
recognition. The inflexibility of certain 
elements of the economy, plus the indi- 
viduality of human judgment, give rise 
to a time preference, irrespective of what 
may actually be possible if all the facts 
were known and recognized. Even with 
credit available, many people refuse to 
accept additional responsibilities extend- 
ing into the uncertain future. The indi- 
vidual, as well as society, is forced to dis- 
count the future when deciding the extent 
to which present goods are to be foregone 
in favor of future goods. 


Society and Conservation 


It is of little value merely to recognize 
that time preference may affect the deci- 
sions of the individual and society re- 
garding the relationship of present goods 
to expected future goods. Unfortunately, 
the promiscuous use of this concept has 
resulted in such generalizations as “un- 


like the Nation, many farmers cannot af- 


ford to save the soil”!® believing the only 
alternative to be public subsidy. Rather, 
the question is, why are farmers forced 
to follow an apparent time preference mo- 
tive which may be contrary to the best 
long-time interests of both individuals 
and society? The solution is to reconcile 
the interest of individuals and of society 
in making expenditures for conserving 
soil insofar as this is possible. 

In the long period, the interest of the 
individual as a segment of a democratic 
society is identical with that of society as 
a whole. This assumes that the individ- 
ual is a “continuous” being and that the 
interests of the individual are those of 
society. However, it has been shown that 
this concept is at least partially unreal 
under actual circumstances because of the 
definity of human life and the resulting 
tendency for individuals to ignore long- 
time social welfare. Accordingly, indi- 
vidual consumption and investment may 
be based on the desires of a single gen- 
eration and the welfare of future gen- 
erations may be fully discounted. Society, 
however, may place a high value on con- 
tinuous or future productivity. 

Social welfare is characterized by two 
types of aims: (1) the general interest in 
current, or short-time, welfare; and (2) 
appropriate provision for the well-being 
of posterity. Society has the responsi- 


*B. W. Allin, Soil Conservation—Its Place in 
National Agricultural Policy, Agricultural Adjust- 
ment Administration, 1936, p. 12. 








350 


bility of providing the individual with the 
necessary conditions which make it fea- 
sible for him to conserve for future gen- 
erations. The government should strive 
t6 eliminate the handicaps of private en- 
terptise by seeking an optimum distribu- 
tion of resources and disallowing one ele- 
ment of the economy to be subordinated 
to the ologopolistic superiority of the 
other elements. Trading relationships 
‘must be improved. Adjustment must 
be made in the man-land ratio in order to 
provide those people who are dependent 
on the land with equality of advantage. 
Good land that is used rather extensively 
and ineffectively should be made accessible 
to those who have been forced to depend 
on land relatively unsuited to agricultural 
production. Controls on tenure may be 
essential for insuring the best interest of 
those people who till the soil. In addition, 
a very important aspect of optimum’ re- 
source distribution is the proper adjust- 
ment between the proportions of people 
dependent on agriculture and on industry. 

In this connection the defeatist attitude 
of accepting a high degree of low-income 
self-sufficiency is undesirable. The indus- 


trial resources are apparently adequate to - 


permit a high volume of consumption 
providing the distribution channels are 
opened. At the same time, agriculture 
should continue developing commercially 
to the point where all land can be put to 
the most desirable use. To go backward to 
an agrarian self-sufficiency would be to 
deny the people desirable consumption 
which would otherwise be “wasted.” The 
expansion of consumption involves an 
adjustment between resources and people 
in order to place every worker in the most 
lucrative earning position. Monopolisti- 
cally controlled consumption must be 
eliminated in favor of a production vol- 
ume which will support full employment 
for both industry and agriculture. Instead 
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of worrying about the expenditures for 
resource rehabilitation and maintenance 
in view of a trend toward a stationary 
population, the real problem is to adjust 
to an optimum utilization of all resources, 
with an expanded ‘production, under in- 
come levels that encourage conservation, 

Insofar as private enterprise is inclined 
to ignore desirable conservation, public 
controls must be adopted. Public funds 
should not be spent for rehabilitating and 
conserving privately owned resources, the 
owners of which might proceed to ex- 
ploit in a selfish and prodigal manner, 
ignoring the social costs and passing on 
certain private costs. Public expenditures 
should be made in the interests of con- 
tinuous human welfare. Democratic plan- 
ning and education will aid this cause, 
but after the many years of private land 
exploitation as a precedent, control meas- 
ures undoubtedly will be necessary in 
some cases for achieving certain aims. 
Continual delay in effecting such controls 
permits accelerated destruction and waste, 
This circumstance is particularly charac- 
teristic of forest conservation at the pres- 
ent time. 

However, an important reservation 
should be recognized. In the interests of 
the welfare of private property and enter- 
prise, the application of police power must 
be consistent with desirable economic mo- 
tives. Any program of rehabilitation and 
maintenance must constitute a practical 
contribution to private enterprise if op- 
erators are to accept them. For example, 
before compulsory land use _ regulations 
under Soil Conservation Districts are en- 
forced on farm operators it is incumbent 
on the enforcement agency to ascertain 
that the specific measures are ecotomi- 
cally feasible in terms of all farm units to 
which they are to be applied. Otherwise, 
such compulsion, approved by a majority 
of 60 or 65 per cent, might be confiscatory 
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and in violation of the property rights of 
a minority. The economical practice of 
particular measures might be impossible 
and beyond the control of some owners 
under existing circumstances. Hence, ad- 
justments heretofore discussed may be 


prerequisite to the application of compul- 


sory control measures. 

Social interest in soil conservation in- 
cludes another feature which often is not 
directly apparent to individuals. As a re- 
sult of the joint dependence of resources, 
the problem of soil erosion is also a prob- 
lem of stream, reservoir, and dam silta- 
tion; flood control and the maintenance 
of water levels; wildlife and forest deple- 
tion. Consequently, although a particular 
individual may be interested only in a 
single resource, society should compel a 
cognizance of the general problem which 
affects many people now and in the fu- 
ture. Here again, the individual producer 
is merely passing on the costs for a time 
if he allows erosion. Consequently, soci- 
ety may find it desirable to subsidize pri- 
vate interests for damage incurred in pre- 
vious periods in an effort to reconcile 
private and public interests in resource 
conservation. 


Public Expenditures 
for Conservation 


It has been indicated that private en- 
trepreneurs will find expenditures for 
conservation feasible if ‘the present value 
of the marginal unit of impairment (re- 
turn), either of the future product or of 
the use bearer itself, just equals (or ex- 
ceeds) the cost of prevention or restora- 
tion.”*° Present value is dependent on 
the rate of discount applied to the future 
value of the product. 


rh. € Gray and M. Regan, Needed Points of 
Development and. Reorientation in Land Economic 
Theory, op. cit., p. 43: ‘ 


The same principle applies to similar 
expenditures by society. The question 
arises whether the discount rate of soci- 
ety is the same as that of an individual 
entrepreneur. Wantrup,”* Englund,” and 
others have recognized a rate of time 
preference for public conservation which 
may be much lower than for private in- 
vestors. Private investors usually demand 
a higher rate of interest on long-term 
bonds, with a high degree of risk, than is 
true of short-term investments. They de- 
sire to have a degree of liquidity along 
with the added safety of the more or less 
foreseeable future. Englund also ques- 
tions the commensurability of long-term. 
future values in terms of a compound rate 
of interest. He maintains that almost any 
rate of interest would be prohibitive for 
evaluating long-time investments for safe- 
guarding the future. Bunce criticizes this 
point by saying that there can be no dif- 
ference between social and private time 
preference, and hence no difference be-- 
tween the interest rates applicable to in- 
vestments by individuals and society, be- 
cause the interest rate is a matter of alter- 
native earning power. He contends that 
investments for ensuring the future supply 
of a specific resource must be evaluated in 
terms of the interest rate that the same 
amount of money invested elsewhere 
might earn.”* Of course, the individual 
may not be concerned about whence his 
income is derived, and will invest where 
his estimated earnings will be greatest. On 
the other hand, Bunce fails to recognize 
that society may be concerned about main- 
taining the supply of a resource which is 
nonsubstitutable and indispensable to hu- 
man welfare. In this case there are no 
alternatives. The problem is reduced, 

*S. von C. Wantrup, op. cit., p. 462. : 

* Eric Englund, “What Price Conservation;” Land 
Policy Review, Vol. III (2), 1940, p. 1; 

* A. C. Bunce, op. cit., p. 540. 
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then, to a determination of whether the 
value of the resource at some future time 
will be similar to current market value or 
a greater value. More specifically, society 
might place a higher value on a resource 
in the future and discount it at a rela- 
tively high rate, or assume future value 
to be identical with present value and 
the discount rate would be zero. Depend- 
ing on the relationships of assumed fu- 
ture value and the interest rate in the first 
instance, the result might be the same in 
both cases.”* 

It is the contrast in objectives that may 
differentiate the individual rate of time 
preference from that of society and ren- 
der it desirable for society to evaluate 
present expenditures for future benefits 
in terms of a lower rate of interest than 
is feasible for private investors seeking 
the most profitable alternative. This point 
is apropos of the problem of soil conserva- 
tion to the extent that the individual 
might have to sacrifice opportunity costs 
in order to maintain productivity because 
of (a) economic maladjustment and (b) 
the variation in objectives. Assuming 
adjustment in both earning alternatives 
and objectives, the problem of fertility 
maintenance would be identical for the 
private entrepreneur and society. In other 
words, a sacrifice of interest would not be 
necessary inasmuch as land may be used 
continuously and yet retain its present 
value for future production. 

It is suggested that public investments 
for conservation be evaluated in terms of 
“social and cultural qualities which the 
society aspires to achieve and main- 

* Although Dr. Bunce apparently recognizes this 
fact at one place in his recent book (A. C. Bunce, 
op. .cit., p. 19), he seeks to disprove the entire con- 
cept of time preference at a later point. As Salter 
has pointed out in a review of this treatise (Febru- 
ary, 1943, this Journal), the author disposes of time 
preference in no uncertain terms but unconsciously 


permits it to return by the “back door” (ibid., 
Chap. VIII). 
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tain.”*> This is rather indefinite, how- 


ever, and leaves the administrator with- 
out any guide for evaluating future re- 
turns. Other writers have disposed of 
this point by turning it over to the politi- 
cal scientist for evaluation in terms very 
similar to those expressed above.”* A 
practical evaluation of proposed public 
expenditures cannot be so_ indefinite. 
There must be some method for express- 
ing the desirability of investments in both 
quantitative and qualitative terms. 

In an attempt to solve the problems of 
determining what interest rate is satis- 
factory for evaluating social investments, 
it might be suggested that available funds 
be allocated according to the most urgent 
needs. Since there are definite limitations 
on available manpower, machines, and 
other resources, investments in conserva- 
tion might be directed in a manner simi- 
lar to the procedure followed when in- 
vesting for war. The need is urgent and 
all available resources are placed at the 
disposal of the war effort without evalu- 
ation on the basis of future time prefer- 
ence. In fact, the future is totally dis- 
counted in favor of the present exigency. 
This concept also lacks tangible standards 
by which to judge the desirability of cer- 
tain expenditures, particularly when al- 
ternative possibilities prevail. In times 
when unemployment of labor and money 
press the public to spend for resource re- 
habilitation in order to achieve a degree 
of prosperity, this procedure provides no 
tangible basis upon which to judge the 
urgency of the need for any specific type 
of work. Furthermore, no cognizance is 
given the fact that public funds are not 
merely “available” for the disposal of 
government officials. Public funds are 
saved only at the command of adequate 
compensation for delayed consumption. 


*R. T. Ely, et al., op. cit., pp. 36-37. 
* Eric Englund, op. cit., p. 2. 





ECONOMICS OF SOIL CONSERVATION 


Following the idea of urgent or pri- 
ority investments a step further, Professor 
Dobb has suggested a possible proce- 
dure?” Although his concept was applied 
to the allocation of funds for industrial 
investment, it might be adapted to the de- 
velopment of policy for expending public 
funds for achieving conservation. He as- 
sumes that sufficient data will be avail- 
able for computing net productivity (in- 
cluding depreciation, obsolescence, and 
maintenance costs—but excluding any 
charge for interest on initial or construc- 
tion costs) as a ratio to initial capital in- 
vestment. After such a ratio is calculat- 
ed for all investment proposals, the several 
possible projects would be arrayed accord- 
ing to the comparative size of the net pro- 
ductivity ratio. Thus, priority ratings 
would be given to all proposed expendi- 
tures. As a specific type of work is com- 
pleted, the net productivity ratio would 
fall, and the allocation of funds for re- 
habilitating or conserving other types of 
resources would achieve priority status, 
and so on through the list. 

Here again, funds are not merely 
available for allocating to priority ex- 
penditures regardless of the absolute size 
of the net productivity to initial invest- 
ment ratio. The annual net productivity 
ratio must equal the earnings necessary 
to encourage savings, since this is the 
source of all public funds except those 
taken in the form of involuntary public 
assessments. In addition, there must be 


*M. H. Dobb, “Savings and Investment in a So- 
cialist Economy,” The Economic Journal (London: 
196), December, 1939, pp. 723-726. 
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adequate justification for exacting from 
present consumption in favor of the fu- 
ture. The future market for the good to 
be maintained must be estimated as a 
basis for justifying a social interest in 
taking from the present for the future. 
As long as idle capital is available for this 
type of investment, the rate may not need 
to be high if the risk is low, but unless the 
future is fairly certain, the interest rate 
required to obtain capital may be rela- 
tively high. 

While it appears feasible that society 
may have a lower time preference (inter- 
est rate) than individuals who operate 
over a relatively short period during 
which alternative earnings are available, 
it is necessary that the principles of eco- 
nomic activity be recognized. To this ex- 
tent the interest rate (discount of future 
ever present) is the only existing tool by 
which to measure benefits versus costs 
over time. Whether the procedure is to 
compute benefits, using interest or dis- 
count as a cost, or to compute net pro- 
ductivity—initial investment ratios—is a 
matter of determining the best technique 
to be followed. The fact remains that 
there must be some tangible measure of 
the desirability of expenditures for re- 
habilitating and maintaining resources. 
The rate of discount may necessarily vary 
with each type of investment, thereby 
supplying the priority ratings essential to 
budget allocations. In any instance, there 
must be some restraint to the possibility 
that enthusiastic planners may go to the 
extreme and waste public funds by 
“spending a million dollars to maintain 
land resources worth fifty dollars.” 
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II. Yorkville, American Community and 
Melting Pott 


O the present-day New Yorker, York- 

ville—like Chinatown, Harlem, the 
Bowery, and Greenwich Village—is just 
another quaint “night-out eating place.” Its 
Bavarian pot roast and singing short-knick- 
ered Alpine waiters arouse nostalgic mem- 
ories for the German-Austrian-Czech first- 
generation immigrant who lives in the neigh- 
borhood as well as provide local color to 
the visitor. On its standard rectangular 
streets, characteristic of most of Manhattan, 
are found the residences of the well-to-do 
and the tenements of the poor in fairly 
close proximity. But, just as an inventory 
of a house reveals little of the spirit of the 
household, so an inventory of Yorkville’s 
population suggests but does not disclose the 
currents of energy that have made a large 
part of this section of New York a highly- 
focused and a dramatic spot in the national 
and in the international scene. 

Yorkville is, of course, more than the 
breeding place of the German-American 
Bund, although its Nazi population has 
brought it into the spotlight in the last few 
years. The tensions of the last decade have 
shown more clearly than before the many 
nationalities other than German and/or 
Nazi who have homes in the five-story tene- 
ment rows east of Third Avenue. The hu- 
mor of the Irish, the conviviality of the Ital- 
ians, the soft speech of the Austrians, and 
the calm realism of the expatriated Czechs— 
all of these contribute to the atmosphere of 
Yorkville. Its variant cultures, old and new, 

+ This is the second of four articles on “Post- 
War Planning for Yorkville”’ which are appearing 
currently in this Journal. The first, “Toward Post- 
War Planning for Yorkville,’ analyzed land plan- 
ning and zoning in that area and was published in 
the November, 1942, issue, pp. 483-494. The third 
paper will discuss housing in transition in York- 
ville: the fourth will deal with post-war housing 
needs in East Yorkville. 


continue to attract the immigrant who, if he 
wishes, may speed his transition to citizen- 
ship by attendance at neighborhood classes 
where at the same time he finds comfort in 
being near his “landsleute.” 


Two Sides of the Railroad Track 


Because Third Avenue, like the railroad 
tracks in many a town throughout the 
United States, is a dividing line between 
the prosperous and the poor Yorkvilleites, 
the tables in this study are set up to show 
the marked differences in density, family 
size, sex, age, nativity, occupation, school- 
ing, and citizenship status for the areas east 
and west of Third Avenue. The basic unit 
of tabulation is the health area, an aggregate 
of census tracts embracing a population of 
approximately 25,000, or about the number 
of persons in the average-sized city in the 
United States. When comparisons on a still 
smaller population base are appropriate, as 
in the maps of the district, data are given 
for census tracts which, in Manhattan, cover 
approximately eight city blocks or an area 
of forty acres. Occasionally, comparisons 
are made in terms of health center districts, 
the administrative units for the services of 
New York City’s Health Department. 

These districts, aggregates of health 
areas, sometimes account for as many as 
250,000 persons and correspond in general 
to familiar sections of New York City. 
Yorkville, with boundaries which extend 
from 63rd to 91st streets, and from Central 
Park to the East River, is the upper half 
of the Kips Bay-Yorkville Health Center 
district. 

A detailed study of the population of 
Yorkville reveals one of the most diverse 
groups of people, economically and socially, 
embraced by the boundaries of New York 
City today. 
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Population Fluctuations 


By 1940 Yorkville had more than 50,000 
households or families, and had passed its 
1920 peak of 47,800, from which it had re- 
ceded in 1930 (Table I). 

The two sections of Yorkville, however, 
did not keep equal pace. The tenement area 
east of Third Avenue had 2,000 fewer fami- 
lies in 1940 than it had in 1920; the area 
west, 5,000 more households than in 1920 
(See chart). 

The fact that Yorkville’s gain in popula- 
tion between 1930 and 1940 amounted to 
only 4,373 individuals, while the number of 
households increased by 7,405, points to 


much smaller family units in 1940 than in 
1930. In the area east, the number of house- 
holds (which, in the main, corresponds to 
the number of families) increased approxi- 
mately 13 per cent, or a total of 4,066, while 
the increase in population amounted to only 
55 persons. In the area west, the increase 
in the number of households (3,301) repre- 
sented about a 25 per cent increase over 
the 1930 households, whereas the increase 
in the total population (4,318) constituted 
only an 8 per cent increase for the decade. 

The increase in the number of households 
in the district as a whole parallels the type 
of new housing construction in both the 
east and west areas. In the west, many 


PoPpULATION IN THOUSANDS FOR YORKVILLE 
BY HEALTH AREAS AND CENSUS TRACTS 


1910-1940* 


Health areas: upper left-hand numbers, Census tracts: lower right-hand numbers, 














130 = y i al 
Lose ell 





* Reproduced with the permission of Earl Lomon Koos (Editor), Kips Bay-Yorkville. 1940, Depart- 
ment of Public Health and Preventive Medicine in Cornell University Medical College, N.Y., 1942. 
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TaBLe I. HouseHOLDs AND INpIvipUALs, 1940, 1930, anv 1920, AND POPULATION PER 
Occurrep Bwettine Unit, 1940 anp 1930, YorKvitte, EacH HeattH AREA* 











Population per 
Occupied 
Dwelling 

Unit® 


Households Individuals 





Increase 
or 
Decrease 
1930-1940 


Increase 
or 
Decrease 
1930-1940 


Number Number 








1940 | 1930 | 1920 1940 1930 1920 1940 





50,892 | 43,487 163,886 | 159,513 | 201,704| +4,373 3.22 


+ 55 


+1,488 
—1,823 
+ 298 
+1,632 
—1.540 


+4,318 


+2,857 
+1,461 


47,800 3.67 


37,688 


+7,405 
+4,066 





35,103 | 31,037 104,755 | 104,700 | 147,549 2.98 3.38 





2.99 
2.70 
2.91 
3.26 
3.07 


3.75 


Health area 44.. 
Health area 43.. 
Health area 42.. 
Health area 38.. 
Health area 37.. 


13,758 
21,619 
23,329 
22,088 
23,906 


54,813 


16,964 
30,456 
34,708 
34,057 |. 
31,364 


54,155 


5,099 
7,320 
8,130 
7,274 
7,280 


15,789 


4,463 
6,915 
6,537 
6,214 
6,908 


12,450 


3,393 
8,630 
8,553 
8,850 
8,262 


10,112 


+ 636 
+ 405 
+1,593 
+1,060 
+ 372 


+3,339 


+1,371 
+1,968 


15,246 
19,796 
23,627 
23,720 
22,366 


59,131 


2.97 
3.13 
3.57 
3.55 
3.07 


West area 4.40 





21,960 
32,853 


19,727 
34,428 


4.22 
3.47 


4.86 
4.27 


Health area 41.. 
Health area 36.. 


5,886 
9,903 


4,515 
7,935 


2,547 
7,565 


24,817 
34,314 



































* Source: 16th Census of the United States, Population and Housing Statistics for Health Areas, New York City, United 
States Government Printing Office, Washington, 1942; Welfare Council of New York City, Heads of Families by Color and 
Nativity and Country of Birth of Foreign-Born Head, Columbia University Press, New York City, 1930; Walter Laidlaw, 
editor, Statistical Sources for Demographic Studies of Greater New York, 1920. Census Committee, Inc., New York, 1920. 

® The number of occupied dwelling units in 1940 is roughly comparable with the number of private families, or homes 
shown in the census reports for 1930. Thus the population per occupied unit in 1940 may be compared with the: population 
per private family in 1930 to indicate changes in family size. (From Source) 


single-family dwellings and, in the east, 
some of the old-law tenements which housed 
large families were replaced in the decade 
1930-1940 by housing accommodations suit- 
able for small families with relatively high 
incomes. 


Size of Households 


These changes and contrasts are further 
emphasized by the figures on the population 
per occupied-dwelling unit. It will be noted 
that in the area east in 1940, the average 
population on this basis was 2.98; in the 
area west, however, it was considerably 
larger, 3.75 (Table I). 

In 1940 in the area east, only one family 
in fifteen had six or more persons, and in 
the area west, the ratio was one in seven 
(Table II). Since the 1940 Census states 
that a household is composed of the per- 
sons who occupy each dwelling unit (includ- 
ing lodgers, servants, and other unrelated 
persons having no other usual place of resi- 
dence), the relatively large households in 


the western section of Yorkville are un- 
doubtedly accounted for by the number of 
domestic servants. 

The 1940 definition of “occupied. dwell- 
ing unit” is not synonymous with the 1930 
Census use of the word “family.” Never- 
theless, the number of persons in each is 
deemed by the Census to be “roughly com- 
parable,” so that “population per occupied 
unit in 1940 may be compared with the pop- 
ulation per private family in 1930 to indi- 
cate changes in family size.” On this basis, 
between 1930 and 1940, families appeared 
to decrease in size in both the east and west 
areas of Yorkville (Table 1). Undoubtedly, 
this is a reflection of the general trend, prev- 
alent in the decade, toward smaller families 
in urban areas. 


Age Distribution 
The average (median) of population of 
Yorkville, like that of the United States as 


*16th Census of the United States Population and 
Housing Statistics for Health Areas, New York City, 
U. S. Gov. Printing Office, Washington, 1942, p. 2. 
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a whole, is rising. In 1930, 72 per cent of 
the persons residing there were 21 years of 
age or over; by 1940, approximately 76 per 
cent fell in this age group (Table III). 
More significant in relation to the provision 
of community facilities is the decline in the 
proporton in the group under 21 years; in 
the area east, this figure fell from 31 per 
cent in 1930 to 25.6 per cent in 1940. Un- 
doubtedly the new multi-family housing in 
this section, with accommodations for small 
families in the higher income levels, has been 
responsible to some extent at least for this 
change in family composition. 


Declining School. Population 


In the twenty-year period (1920-1940) 
a striking loss in children of grade school 
age occurred in the Yorkville community 
(Table IV). In the area east, the number 
of school children decreased by 10,218 (54 
per cent) or the equivalent of the average 
enrollment of three city schools. Part of the 
explanation for this is that between the 
years 1920 and 1930 Yorkville lost about 
one-fifth of its population (42,191), largely 
to outlying areas of New York City. In 
the next decade it gained only 4,373 persons, 
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a relatively small proportion of whom were 
in the school age group. : 

Such figures as the age of the population, 
when considered in connection with its sex, 
its nativity, and its occupational distribution, 
are very important in planning for recrea- 
tional space, for school accommodations, and 

for the provision of a variety of services. 


Predominance of Single Women 


In still another aspect, the two sections of 
Yorkville show a decided contrast. On the 
basis of the data on marital status for those 
15 years of age and over in 1930, 6 out of 
every 10 women in Yorkville were single. 
In the area east, the ratio was only 2 to 
10. . 
This peculiar sex distribution persisted in 
1940, though not to quite the same degree 
(Table V). In the area east, the total popu- 
lation of 104,755 persons included a pre- 
dominance of women (about 6,000), where- 
as in the area west, the women outnumbered 
the men by over 12,000. The explanation 
of this extreme divergence in the propor- 
tion of women in the two areas is accounted 
for mainly by the large number of house- 
holds in the area west employing domestics. 


TaB_e II. NuMBER oF HOUSEHOLDS AND S1zE oF HOUSEHOLD, YORKVILLE 
Eacu Heatta Area, 1940, Per Cent* 








AREA Households*} Person 


Total One Two Three Four Five Six or 
Persons 


Persons More 
Persons 


Persons Persons 








50,892 16.8 30.8 21.1 14.5 7.7 9.1 





35,103 16.3 32.9 22.4 14.8 6.9 6.7 





Health area 44 5,099 13.9 33.9 24.1 15.5 6.7 5.9 
Health area 43 7,320 22.6 32.4 21.8 13.9 | 5.6 3.7 
Health area 42 8,130 19.8 34.0 19.5 13.4 | 6.5 6.9 
Health area 38, 7,274 10.3 30.0 24.6 17.6 8.5 9.0 
Health area 37 7,280 13.9 34.4 22.7 14.2 7.2 7.6 


West area 15,789 18.0 26.0 18.2 13.8 9.6 14.4 





Health area 41......004 5,886 23.2 26.2 15.6 11.2 8.0 15.7 
Health area 36...cscos 9,903 14.9 25.9 19.7 15.4 10.5 13.6 


























nis Ree 16th Census of the United States, Population and Housing, Statistics for Health Areas, New York City, Wash- 
ington, A ‘ 

" Households are composed of the persons who occupy one dwelling unit (including lodgers, servants, and other whre- 
lated persons having no other usual place of residence). ° 
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Tasce III. Torat Poputation, Per Cent UNper 5 YEARS oF AGE, BETWEEN 5 AND 14 
Years oF AGE, AND PER CENT OVER AND UNDER 21 YEARS OF AGE, YORKVILLE, 
Eacu HeattH Area, 1930 anp 1940* 








Total Population 


Per Cent of Total Population 





Per Cent 





Number 
Under 21 years 


21 years and over Under 5 years 5-14 years 





1930 1940 1930 1940 


1930 1940 1930 1940 1930 1940 





159,513 | 163,886 28.0 24.1 


72.0 75.9 6.1 5.1 13.0 11.2 





104.700] 104,755 31.0 25.6 


69.0 74.4 6.2 5.0 15.2 11,7 





24.9 
26.0 
24.5 
29.0 
23.4 


21.5 


29.3 
33.7 
33.3 
32.8 
28.0 


22.0 


13,758 
21,619 
23,329 
22,088 
23,906 


54.813 


15,246 
19,796 
23,627 
23,720 
22,366 


59,131 


Health area 44.. 
Health area. 43. 
Health area 42. 
Health area 38. 
Health area 37.. 


West area 


14.3 
16.8 
16.3 
15.7 
12.8 


8.9 


113 
11.9 
11.2 
13.5 
10.6 


10.2 


75.1 
74.0 
75.5 
“71.0 
76.6 


78.5 


5.7 
6.8 
6.3 
6.6 
5.4 


5.9 


70.7 
66.3 
66.7 
67.2 
72.0 


78.0 





26.7 
17.8 


25.4 
19.4 


24,817 
34,314 


Health area 41. 
Health area 36.. 


21,960 
32,853 














9.3 
8.6 


13.1 
8.1 


73.3 
82.2 


9.1 
3.8 


74.6 
80.6 























* Source: Weifare Council of New York City, Population in Health Areas, New York City, 1930, Columbia University 


Press, New York City, 1931. 
York City, U. 


In addition, probably a considerable number 
of women live alone in this section of the 
city. The quiet, exclusive atmosphere of 
the west area of Yorkville, so convenient to 
the center of the city, attracts business and 
professional women of means as well as 
women of leisure. Thus, in the older section 
of the area east are the homes of couples 
who represent the ‘“‘seed-bed” of new Amer- 
icans, while the aréa west may be termed 
the dormitory of the “more-advantaged” 
classes, many of them without children. 


The “Melting Pot” Predominantly 
German 


Yorkville in 1940 was still a section 
of Manhattan in which the proportion of 
foreign-born white families was consider- 
able. In 1930 almost 6 out of every 10 fami- 
lies were of foreign origin. By 1940 for- 
eigh-born' persons in the population. ac- 
counted for approximately 4 out of 10, and 
in the area west for less than 3 out of 10. 
The significance of the foreign origins, how- 
eyer, is not revealed completely by these 
figures on the foreign-born. The figure of 
the native white, many of whom are the 


16th Census of the United States, Population and Housing Statistics for Health Areas, New 
S. Government Printing Office, Washington, 1942. 


children of first-generation immigrants, in- 
cludes in the case of Yorkville a consider- 
able number whose parent stock in 1940, as 
in 1930, was still predominantly German. 

Because the 1940 data on families by 1a- 
tivity of head are not yet available, com- 
parisons of the present distribution of the 
foreign-born. groups must be made accord- 
ing to the country of origin of individuals 
(Table VI).: 

Although the figures of the population in 
1940 are not strictly comparable with the 
family data above for 1930, they disclose 
that Yorkville’s foreign-born colony was 
still predominantly from .German-speaking 
countries, with a much larger representa- 
tion of these groups than is found in Man- 
hattan as a whole. In 1940 German-speak- 
ing persons accounted for more than 4 out 
of every 10 among: Yorkville’s foreign-born. 
Yorkville in 1940-had a larger proportion 
of persons from the Irish Free State than 
did Manhattan as a whole, but not so large 
a colony as is found on the middle west 
side. The three thousand Italians in York- 
ville amount to not more than 1 in 20 of its 
foreign-born, whereas the Italians are 1 out 





11.2 


117 


113 
119 
11.2 
13.5 
10.6 


10.2 


13.1 
8.1 


rersity 
New 
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of 6 in Manhattan's foreign-born popula- 
tion. Almost half of all the Czechoslovak- 
ians in Manhattan live in Yorkville. 


Negroes and Jews in Negligible 
Numbers 


Unlike other sections of Manhattan, 
Yorkville is predominantly white and non- 
Jewish. The Negro population in 1940 was 
jess than one-half of 1 per cent in the area 
east, and just slightly over 2 per cent in the 


TABLE LV. CHILDREN ENROLLED IN SCHOOL 


in 1935, AND PopuLaTIoN 7 TO 13 YEARS: 


or AGE IN 1920, 1930, anp 1940, YorkK- 
_ VILLE, Each HEALTH AREA 








School 
AREA Enrollees* 


_ Population 
‘(7-13 years) 








Total, Yorkville 12,005 | 23,100} 14,714 | 12,940 





East area 9,458 | 18,933 | 11,402] 8,715 


Health area 44 1,146 1,962] 1,432] 1,216 
Health area 43 1,841 4,240] 2,585] 1,646 
Health aera 42 2,205 4,550} 2,733} 1,957 
Health area 38 2,357 4,422] 2,460} 2,239 
Health area 37 1,909 3,759 | 2,192] 1,657 


West area 2,547 4,167| 3,312] 4,225 


Health area 41 780 1,313 | 1,283] 2,283 
Health area 36 1,767 2,854} 2,029) 1,942 

















® Source: Welfare Council of New York City, School Chil- 
dren 7-13 Years of Age in 1935, Compared with Population in 
the Same Age Group Enumerated in 1910, 1920, and 1930; 
Each Health Area in New York City, Columbia University 
Press, New York, 1937. 

» Source: 16th Census of the United States, Population and 
Housing Statistics for Health Areas, New York City, U. S. 
Government Printing Office, Washington, 1942. Since the class 
intervals for ages of children given in the 1940 Census are 
5-9 years and 10-14 years, the number of children in the 
7-13 year grouping had to be calculated. To do this, it was 
assumed that there was an even distribution of children 
within each of the 1940 class intervals. 


area west. Although no exact data on the 
religious affiliations of its inhabitants are 
available, some clues to their distribution 
are offered by the different nativity groups 
as well as by the location of the various 
churches and shops that cater especially to 
certain groups. On the basis of such cri- 
teria, Yorkville was less Jewish in 1940 than 
it was in the early 1900’s. Some of York- 
ville’s Jewish population have moved with 


1935 1920 | 1930 | 1940» 
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their non-Jewish neighbors to Yorkville’s 
suburb in Queens-Astoria, which formerly 
was reached by ferry from 92nd Street and 
the East River. Others have migrated to 
newer sections of the Bronx. Many of 
Yorkville’s well-to-do Jews are domiciled 
across Central Park and have taken their 
synagogues and institutions with them to the 
upper middle west side. The Jewish popu- 
lation now in Yorkville lives, for the most 
part, in the west area where 6 of the 7 syn- 
agogues in Yorkville are located. 

The Catholic population in Yorkville in- 
cludes both well-to-do and poor, with the 
latter in the majority. Like the Jews, the 
well-to-do Catholic families are found in the 
area west in Yorkville, in which are located 
3 parochial schools, 3 Catholic high schools, 
and 4 Catholic churches. Nonetheless, it is 
- safe to assumethat, in spite of the liberal 
sprinkling of well-to-do Catholic and Jew- 
ish families, the households in the western 
section are still predominantly Protestant. 
This assumption is borne out by the large 
proportion of native-born in the population 
of that section, and the predominance among 
the foreign-born of immigrants from Prot- 
estant countries, exclusive of the number 
from Ireland who serve as domestics in 
these households. There are eleven Protes- 
tant churches in the two Fiealth Areas west 
of Third Avenue. 


Citizenship 


Contrary to expectation, the area east is 
credited with a larger population of natur- 
alized persons among the foreign-born 
white than is the area west of Third Avenue 
(Table VII). Possibly the higher propor- 
tion of aliens in the area west is related to 
the large proportion (37.3 per cent) of its. 
employed persons who are domestic serv- 
ants, and the larger number of Irish-born 
women in that area. However, because im- 
migrants from Germany, Austria and Hun- 
gary predominate, it is impossible, without 
making a cross-tabulation of citizenship by 
country of origin, to determine the varia- 
tions of citizenship status among the dif- 
ferent immigrant groups in the two sec- 
tions. The generalization in regard to the 
higher incidence of aliens among the for- 
eign-born in the area west is not inconsist- 
ent with the retention of their original citi- 
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Tas_Le V. Tota PopuLaTION, MALE AND FEMALE, PER CENT OF WHITE POPULATION 
By NATIVITY, AND MEDIAN SCHOOL YEARS COMPLETED, MALE AND FEMALE, 25 YEARs oF 
AND Over, MANHATTAN AND YORKVILLE, (Each HEALTH AREA), 








Total 


Median School 
Years Completed 


Male Female Per cent of total population|| "Persone 25 


& Over 





Population 
Per 
Number] Cent |Number 


Per Foreign- 
Cent Native born Non- |} Male | Fe- 
White White white male 








Manhattan 1,889,924 | 926,133 | 49.0 | 963,791 


51.0 54.9 28.6 16.5 8.4 8.5 


— 





Yorkville. 163,886] 71,999} 43.9 | 91,887 


56.1 || 62.9 36.2 09 || 86] 36 





104,755} 49,567| 47.3 | 55,188 


52.7 61.1 38.5 0.3 8.2 8.2 








15,246] 6,992) 45.9 | 8,254 
19,796} 9,049} 45.9 | 10,747 
23,627} 11,104) 47.0 | 12,523 
23,720) 11,197] 47.2 | 12,523 
22,366] 11,225} 50.2 | 11,141 


$9,131} 22,432} 37.9 | 36,699 


54.1 61.0 38.7 0.3 8.3 8.2 
54.1 60.7 39.1 0.1 ; 8.0 
53.0 62.1 37.4 0.4 ; 8.3 
52.8 67.3 32.4 0.3 
49.8 54.7 44.9 0.4 


62.1 65.8 32.1 2.1 





24,817} 9.009] 36.3 | 15,808 
34,314] 13,423] 39.1 | 20,891 














63.7 66.5 30.9 2.6 13.3 























60.9 65.2 33.3 1.5 12.8 








* Source: 16th Census of the United States, Population 
U. S. Government Printing Office, Washington, 1942. 


zenship among certain groups. Whether or 
not an immigrant files for citizenship de- 
pends on such factors as: (1) the extent to 
which the new country makes the non- 
English-speaking immigrant feel inferior to 
the English-speaking immigrant; (2) the 
reason for immigration; and (3) the like- 
lihood of return to the native land. In the 
past, such groups as the Irish and English, 
and some Italians, have looked forward to 
returning to the country of their origin. On 
the other hand, this was not possible for 
immigrants from other countries who came 
to America because of political or religious 
persecutions. This last group was more 
likely, therefore, to take out citizenship pa- 
pers. No doubt World War II will radi- 
cally change this situation in the Yorkville 
of the future. 


Contrasts in Occupational 
Distribution 


The occupational distribution of persons 
in the two sections of Yorkville also shows 
marked contrasts (Table VIII). The pro- 
portions of professional workers as well as 
the group which included proprietors, man- 


and Housing Statistics for Health Areas, New York City, 


agers and officials, in the area west was al- 
most twice that in the area east. In the area 
east, craftsmen, foremen, operatives, labor- 
ers and service workers other than domes- 
tics, together accounted for more than half 
of all those employed (53.8 per cent) but 
in the area west, only about one-tenth. The 
most striking contrast in the two areas is in 
the category of domestic workers, which in 
the area west amounts to almost two-fifths 
of the total and to only 7.0 per cént of the 
largest group—the professionals—in the 
area east. 


Figures such as these suggest marked dis- 
tinctions in the two areas. In the area west, 
the 10,000 professional and managerial per- 
sons are matched by a slightly larger num- 
ber of persons working as domestics and 
living with the households. In the area east, 
in which craftsmen and operatives account 
for about 12,000 persons, or nearly 3 out 
of every 10, and sales and clerical persons 
for 2 out of every 10, managers, officials 
and professionals are fewer than 1 out of 
10. In the area west, those with less re- 
munerative occupations live mainly in the 
homes of those with more remunerative oc- 
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cupations, whereas, in the area east, the class 
distinctions of master and servant are re- 
latively infrequent in the same household. 
The figures on years of school completed 
are consistent with those on occupational 
distribution in the two areas. 


Years of School Attendance 


In Manhattan as a whole, half of the 
persons twenty-five years of age and over 
in 1940 had completed approximately eight 
and one-half years of school (Table V). In 
the east section of Yorkville, the figure was 
only slightly lower for both men and wom- 
en. While the figures show less schooling 
among the women than among the men in 
each of the health areas in the west section, 
the median number of years for women— 
10.2 and 12.0—is considerably larger than in 
the area east. No doubt the median for the 
women in the area west is brought down by 
the larger number of domestic workers in 
that area. 


Prophecy 


When the war is over, it is hardly likely 
that for some time immigrants from Ger- 


man-speaking countries will come to Amer- 
ica in any considerable numbers. Should 


‘this hypothesis prove to be correct, present 


population trends (i.e., the declining house- 
hold size, especially in the area east, the 
decreasing proportion of the school-age 
group in the population, and the increasing 
proportion of native-born and of naturalized 
citizens) will probably continue without an 
influx of foreign-bern. These trends will 
tend to make “the other side of the rail- 
road tracks” (i.e., east of Third Avenue) 


~more like the area west, although undoubt- 


edly the housing accommodations will be 
for families of lower economic status for 
the most part. 


The effect of the return of the soldiers to 
civilian life and of the change from war pro- 
duction to civilian economy upon employ- 
ment for the white-collar and the skilled 
workers, who comprise such a large pro- 
portion of the persons now living in the 
area east, is hazardous to predict. If a de- 
pression comes, obviously the replacing of 
the old-law tenements by the newer apart- 
ments (which will be discussed in the next 
section of this study) may be temporarily 
stalled. If, on the other hand, a period of 


TaBce VII. CirizENsSHIP OF FoREIGN-BorN WHITE 21 YEARS OF AGE AND OVER. 
MANHATTAN AND YORKVILLE (EAcH HEALTH Area), 1940* 








Total Naturalized 


Citizenship 


Alien Not Reported 





Foreign- 
born Num- Per 
White ber Cent 


First Papers No Papers 





Num- | Per | Num- Per — a 


ber Cent} ber Cent 








Manhattan 519,028 | 291,082 56.1 


70,175 | 13.5 | 136,678 | 26.3 21,093 41 





57.348 31,642 55.2 


Yorkville 





8,637. | 15.1] 14,127 | 24.6 2,942 





East area 38,813 22,090 56.9 





5,630 | 14.5] 8,943 | 23.1 2,150 





Health area 44 5,768 3,685. | 63.9 
Health area 43 7,438 4,263 57.3 
Health area 42 8,561 4.950 | 57.8 
Health area 38 7,373 4,159 | 56.4 
Health area 37 9,673 5,033 52.0 


18,535 9,552 | 51.5 





West area. 


670 | 11.6 1,186 | 20.6 227 
1,161 15.6 1,708 | 23.0 306 
1,077 | 12.6] 2,046 | 23.9 488 

898 | 12.2 1,850 | 25.1 466 
1,824 | 18.8 2,153 | 22.3 663 


3,007 | 16.2] 5,184 | 28.0 792 





Health area 41 7,499 3,687 | 49.2 
Health area 36. 11,036 5,865 | 53.1 














1,178 | 15.7] 2,323 | 31.0 311 
1,829 | 16.6} 2,861 | 25.9 481 




















* Source: 16th Census of the United States, Population and Housing Statistics for Health Areas, New York City, U. S. 


Government Printing Office, Washington, 1942. 
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TasLE VIII. Mayor Occupation Group oF EMpLoyED Persons, 14 YEARS oF AGE 
AND Over, MANHATTAN AND YORKVILLE, (EACH HEALTH AREA) 
NuMBER AND Per Cent, 1940* 








Manhattan 


Yorkville East area West area 





Per 


MAJOR OCCUPATION GROUP 
Cent 


Number 


Number | 


Per 
Cent 


Per 
Cent 


Per 


Cent Number 


Number 





783,564 | 100.0 


Total employed# 





73,622 | 100.0 | 43,386 | 100.0 30,236 | 100.0 





10.8 
1.8 


84,552 


Professional workers. 
13,791 


Semi-professional workers 

Proprietors, managers, 
and officials 

Clerical, sales, and 
kindred workers. 

Craftsmen, foremen, and 
kindred workers 

Operatives and kindred 
workers. 

Domestic service workers 

Service workers, except 
domestic 

Laborers. 

Occupation not reported 


81,321 10.4 





169,066 21.6 





54,217 6.9 


16.4 
8.7 


128,253 
68,129 





19.0 
3.8 
0.6 


148,863 
30,010 
5,362 

















18.3 
1.9 


9.9 
14 


7.5 


5,542 
529 


13.4 
1.5 


9,855 
1,135 


4,313 
606 


8,084 11.0 | 3,263 4,821 15.9 


12,402 16.8 | 8,378 4,024 13.3 


5,526 7.5 | 4,841 11.2 685 2.3 


3.7 
37.3 


18.2 
7.0 


1,118 
11,284 


12.3 
19.4 


7,904 
3,025 


9,022 
14,309 


6.4 
04 
0.5 


20.7 
3.7 
11 


1,936 
133 
164 


14.8 
2.4 
0.9 


8,973 
1,603 
480 


10,909 
1,736 
644 




















* Source: 16th Census of the United States, Population and Housing Statistics for Health Areas, New York City, U. S. 


Government Printing Office, Washington, 1942. 
«Excluding public emergency work. 


prosperity immediately follows the cessation 
of hostilities, this replacement may go on 
at a rapid rate. In the latter case, the spots 
of local color furnished by the German and 
Hungarian restaurants, their meeting halls 
and their movies, will become smaller and 
dimmer. The whole area bounded on the 
west by Central Park and on the east by 
the new East River Drive may in the fu- 
ture be another one of those “oases in Man- 
hattan”—a predominantly residential com- 
munity for the older and better-established 
native-born with few or no children. 
However, it is quite possible that, in- 
stead, the section east of Third Avenue will 
continue as in the past to be the home of 
the Czechs, Italians, and Irish immigrants, 
as well as of the immigrants from German- 
speaking countries. Since, on the whole, 
these groups are more likely to be found in 
the less remunerative occupations and to 
have large families, they are less likely to 
demand or to be able to pay for the more 


expensive living quarters characteristic of 
much of the pre-war new construction in 
Yorkville. Thus, if the foreign-born at 
present living in the eastern area of York- 
ville are to continue to live there, future 
community planning will have to make pro- 
vision for their needs. Since the new con- 
struction erected by private enterprise has 
been high-rental in character, the demand 
for family accommodations for the foreign- 
born groups will undoubtedly have to be 
met through some form of governmental- 
housing subsidy. 


RosALIND TouGH 


Assistant Professor of Sociology, 
Hunter College, New York City 


Soputia M. Rosison 


Department of Labor, 
Washington, D.C. 





364 THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


Rebuilding American Cities After the War 


FTER this war, in order to maintain 

full national employment and to pre- 
vent our war-geared economy from plung- 
ing into a tail spin, it is imperative that we 
find ways and means to spend over twenty 
billion dollars a year on durable consumers’ 
goods. If this nation had an Aladdin’s lamp 
and could call upon a genie to give our peo- 
ple the most enduring post-war gift, we 
should ask for one thing—rehabilitated and 
reconstructed American cities. The need 
for housing, not only for the lowest income 
third of our population but for millions of 
other citizens, is urgent. Of our 27,750,000 
non-farm homes, approximately 4,000,000 
need major repairs and 6,700000 more lack 
private baths. In no segment of our econ- 
omy has our productive genius lagged furth- 
er behind in furnishing our people with the 
benefits of modern technology than in the 
field of homes. Supplying this need will 
create a demand for from 1,500,000 to 2,- 
000,000 dwelling units a year for ten years 
after the war. This will contribute, with 
accompanying utilities, some ten billion 
dollars annually toward maintaining full 
employment and at the same time will 
strengthen that indispensable foundation of 
our free American life—the home where 
children are reared. This great housing pro- 
gram can be carried out almost entirely by 
private builders. If most of our people are 
employed at anything near wartime wages, 
most of them will have the money to buy 
homes without a federal subsidy. 

The fabrication of 15,000,000 to 20,000,- 
000 new dwellings in the first decade after 
the war will give a huge job to the con- 
struction industry. The designing of these 
homes will open an immense field for archi- 
tects. The building of houses, however, dif- 
fers in one most vital particular from most 
other durable goods: The house is irrevo- 
cably tied to the site on which it is con- 
structed. It is not on wheels like an auto- 
mobile, and except for certain temporary 
or demountable types, it cannot be moved 
except at great expense. Therefore, home 
building after the war is not merely a ques- 
tion of the design, manufacture of mate- 
rials and assembly of millions of dwelling 


units; it is a matter of placing these homes 
in the right location, and of the proper ar- 
rangement in that location. 

The right location means, first of all, that 
the post-war homes be built in cities where 
there are sufficient factories and commercial 
establishments to give employment to work- 
ers. In some cities thousands of permanent 
homes and temporary barracks have been 
constructed to shelter workers in shipyards 
and airplane plants. These cities may have 
an over-supply of homes when these war in- 
dustries sharply reduce their activities, Oth- 
er cities which possess raw materials, a labor 
pool and transportation have also acquired 
new modern industrial plants built for war 
but ideally adapted for peace-time indus- 
tries. These communities will doubtless at- 
tract industry away from cities with obso- 
lete industrial plants. The first step in the 
post-war housing program, therefore, is to 
determine where it is most advantageous to 
carry on peace-time industry. Since three- 
fourths of the new war plants have been lo- 
cated near existing metropolitan centers, 
and since these areas also possess established 
tranportation facilities and existing utilities 
in the form of water, sewer, telephone, and 
gas, as well as homes for workers, it is 
highly improbable that these peace-time in- 
dustries will be set up in virgin prairies, far 
removed from existing cities. The millions 
of homes erected after the war will not be 
placed in new cities; they will be fitted into 
the patterns of existing cities, in numbers to 
be determined by the relative advantages of 
these cities for post-war industry and trade. 

Millions of new homes, however periect- 
ly each may be designed as a separate dwell- 
ing unit, cannot be sprinkled at random 
throughout these metropolitan areas. A fine 
house would lose most of its value if it 
were erected in a slum because, chameleon- 
like, it takes on the character of its sur- 
roundings. Its worth would be impaired 
by its drab environment. Moreover, even a 
whole neighborhood of splendidly-designed 
new dwellings sacrifices much of its utility 
if houses are placed close together in rec- 
tangular blocks facing heavy-traffic thor- 
oughfares. The architect faces a new re- 
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sponsibility. He must plan a modern neigh- 
borhood as well as an individual house. Nor 
does the architect’s and the planner’s re- 
sponsibility end there. Splendid types of 
new communities have, in fact, been de- 
signed in Roland Park, Baltimore, in the 
country club district of Kansas City, in 
Shaker Heights, Cleveland, in River Oaks 
in Houston, in Coral Gables, Florida and in 
hundreds of new suburban developments 
designed by the Land Planning Division of 
the Federal Housing Administration. These 
new modern neighborhoods—with wide lots, 
curved streets, architectural control, com- 
munity centers, etc—are well integrated 
within themselves; but they are not inte- 
grated with the rest of the metropolitan 
community. They set up a new pattern of 
planning that attracts the higher- and mid- 
dle-income groups, but they are like oases 
or foreign settlements walled off from the 
nearby or adjacent mass of urban homes. 
What is needed now is a master plan for a 
large city in which the new neighborhoods 
can be fitted into the permanent city struc- 
ture and in which old, obsolete home areas 
will gradually be replaced with new model 
neighborhoods until, in the course of two 
generations, new model cities will emerge 
out of the chaos and disorganization. 

In order to understand the full nature of 
the problem of rebuilding American cities, 
it is necessary to review briefly the pro- 
cesses by which they came into being. Never 
before has the world witnessed such a rapid 
growth of city building as from 1800 to 
1930, when 38 cities attained a million pop- 
ulation for the first time. In the United 
States, as the result of the opening up of 
the vast resources of a virgin continent with 
the tools of the industrial revolution, the 
number of American people living in urban 
places of 2500 population or more increased 
from 200,000 in 1790 to 75,000,000 in 1940. 
In the 30 years from 1900 to 1930 there 
was an increase of 35,000,000 in the popu- 
lation of urban communities of 8,000 or 
more. This was equivalent to the building 
of a new city of 50,000 population every 12 
days. In this century-and-a-half of unparal- 
leled urban growth, it seemed to many that 
our cities “just growed” like Topsy ; or, like 
Kipling’s city in India, the American city 
grew: 


“As the fungus sprouts chaotic from its bed 
So it spread— 
Chance-directed, chance-erected, laid and built 


On the silt— 
Palace, byre, hovel—poverty and pride— 
Side by side—” 


But American cities, although construct- 
ed mostly without benefit of any city plan 
and by millions of individual builders fol- 
lowing the profit motive, did follow certain 
principles of growth. Like iron filings un- 
der the attraction of a magnet, houses, 
stores and factories fell into certain pat- 
terns as a result of the geography of the 
city site and the dominant form of trans- 
portation, The colonial cities, such as New 
York, Boston, Philadelphia, Savannah and 
Charleston, developed mainly around sea- 
ports, with the business houses near the 
landing and the homes of merchants on the 
main street near the stores. Likewise, cities 
developed at river crossings and falls, such 
as St. Louis, Kansas City, Cincinnati and 
Louisville, with the first business houses 
and stores near the river landings. The 
coming of the railroad brought about a new 
orientation around the railroad depot, al- 
though in some cities, such as Chicago, the 
railroads’ sought water connections and re- 
inforced the earlier pattern of growth. 
Many interior cities, such as Omaha, Den- 
ver and Wichita, developed mainly as a re- 
sult of the railroad. 

As American cities rapidly grew far be- 
yond the expectations of their founders, the 
central stores, shops and factories spread 
over the area of the first residential settle- 
ment, causing a revolutionary change in the 
original pattern of land use. Factories and 
skyscraper office buildings were thrust up 
in older residential areas, thereby creating 
disorganization at the center. New residen- 
tial areas were developed in tentacles or 
bands along emerging systems of inter- 
nal transportation. Horse-drawn omnibuses 
were the first forms of mass transportation. 
They were followed by horse cars and steam 
suburban railroads as early as the 1850's. 
Cable cars made their first appearance in 
San Francisco in the seventies and in Chi- 
cago in the eighties. Elevated lines were first 
constructed in New York in 1877 and in 
Chicago in 1890. Electric surface street cars 
had their period of most rapid growth from 
1890 to 1910. Subways began to operate in 
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New York in 1904. Families who did not 
live within walking distance of their place of 
employment selected home sites within a 
half-mile of fixed transportation routes to 
the central office or industrial areas. Thus 
cities grew out from the center in concen- 
tric circles, or in nodules, or in long tenta- 
cles along suburban railway and electric 
routes. As the cities increased in size, the 
rising executive class built its homes in dis- 
tricts possessing the best transportation 
lines to the downtown area, preferably on 
moderate elevations leading to open country 
beyond. These high-grade residential areas 
tended to expand from the center of the 
city towards the periphery in the form of 
sectors like the cut of a pie. Meanwhile, 
most of the industrial workers lived in low 
areas near the noise and dust of the fac- 
tories where they were employed. Succes- 
sive waves of immigrants entered areas such 
as the Lower East Side of New York or 
the West Side of Chicago to replace the 
first settlers who moved farther out on the 
new transportation lines. 

American cities, prior to World War I, 
grew so rapidly that expanding industries 
and stores, new tides of immigrants, and 
migrants from rural areas filled the older 
sections of the city structure and kept alive 
the hope that a succession of higher and 
better uses would automatically rejuvenate 
the city. A single new office building, apart- 
ment hotel, or factory created the illusion 
that all the surrounding blocks would soon 
be filled with such structures. 

Beginning with the depression of the 
1930’s, however, a number of forces com- 
bined to destroy the capacity of the central 
city to rebuild itself without the aid of a 
master plan and without the power of a land 
authority to condemn and to redevelop 
blighted areas. First, the rate of population 
growth of American cities slackened de- 
cidedly between 1930 and 1940 as a result 
of the failure of urban industry and trade 
to provide additional jobs. 

Second, this almost stationary total num- 
ber of persons was distributed over an ex- 
tensive area on the periphery of the city be- 
cause of the automobile, and this left large 
areas of declining population near the cen- 
ter. In the decade from 1930 to 1940, in 
metropolitan areas of 50,000 population or 
more, there was an increase of only 4 per 
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cent in the population of the central cities 
and an increase of only 8 per cent in the 
population of their incorporated suburbs. 
The unincorporated areas near these cities 
gained 27 per cent, however.! 

Third, these central slum areas, which 
contained old and dilapidated residential 
structures for the most part, were split into 
thousands of separate ownerships so that 
assembly into large tracts by private indi- 
viduals at reasonable cost was almost im- 
possible. 

Fourth, these central blighted areas were 
occupied mostly by families in the lowest 
income groups, and the owners tended in 
many cases to fail to make adequate repairs 
or to pay taxes. With the improvement of 
housing standards in the form of modern 
plumbing, only the lowest income groups 
were compelled to live in the out-moded 
houses of a former generation. Large areas 
failed to pay the cost of providing the city 
service of police and fire protection, and for 
the. expense of maintaining streets, sewers 
and water mains. 

Fifth, in these city slums there was an 
almost complete breakdown of neighborhood 
control, with the result that the crime and 
disease rates were the highest in the city. 

Sixth, the filtration of families, contami- 
nated by the vicious environment of the 
slums into adjacent areas, threatened the 
stability of residential investments in the 
rest of the city. Like a cancer, blight spread 
through all the tissues of the urban body 
and the urban organism was unable to cure 
itself except by a major surgical operation. 

These degenerative forces that have been 
destroying the inner core of our central cities 
since 1929 will gain momentum rapidly after 
this war. Most of our cities will then face 
a crisis that will threaten their financial 
solvency. Our cities should make plans now 
for the clearance of the blighted areas and 
the replacement of the central slums by new 
model neighborhoods. If our metropolitan 
communities are allowed to grow in the fu- 
ture without plan or direction, the central 
business areas will be surrounded by hollow 
shells with large numbers of dilapidated 
buildings and jungles of crime, while on 


*New York and Los Angeles were omitted from 
this list because both include large vacant areas 
within their corporate limits. 
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the outer rim of the city there will spring 
up hundreds of small independent neighbor- 
hoods, each developed on a model plan but 
without any organic relationship to the cen- 
tral city. 1t will be very expensive to oper- 
ate an urban structure which has as its cen- 
ter half-empty schools and little-used streets, 
sewers and water facilities—and, at its peri- 
phery, a conglomeration of disconnected 
neighborhoods which require a duplication 
of these unused central facilities. The addi- 
tional costs of providing services for such 
a diffuse and poorly organized city will 
completely break down the already over- 
loaded municipal debt structure. 

Master plans for rebuilding American 
cities must, therefore, be prepared now if 
we are to save ourselves from a chaotic, 
hit-or-miss building boom after the war 
which will suck most of the remaining 
values from the property within the corpo- 
rate limits of our present cities. 

This task is not one of planning an en- 
tirely new city like Canberra, Australia, or 
Willow Run, near Detroit. There the plan- 
ner has a clean slate on which to work. He 
can lay out plans for his dream city on his 
drafting table without reference to existing 
buildings. No master plan can be drawn for 
universal application to the rebuilding of 
existing American cities. Each metropoli- 
tan center is unique and a plan must be 
tailored to fit its own shape and structure. 

The first prerequisite for the making of a 
master plan for any city is the demarcation 
of the exact extent of its blighted area. This 
can be done by determining the sections of 
the city where most of the residential struc- 
tures are over 50 years old, and where a 
large proportion of the homes also lack pri- 
vate baths or are in need of major repairs. 
Encircling this central slum are a series of 
other areas, each outer ring being somewhat 
newer and better than the one lying nearer 
the center. In the course of time these areas 
in turn will be rebuilt, but the chief problem 
today is to determine what areas should be 
reconstructed in the first post-war genera- 
tion. The first task of city rebuilding after 
the war is to clear away our worst housing 
—which is located in the central slums—and 
to bring back to the heart of the city tree- 
lined home areas with parks and_play- 
grounds. 

The Chicago Plan Commission, reconsti- 
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tuted by the Mayor and City Council in 
1940, has taken the lead in preparing plans 
for reconstructing Chicago. its Research 
Division has prepared maps of its blighted 
area and also of its conservation, stable and 
new-growth areas, which will be ripe for 
redevelopment after 25 or 50 years. H. 
Evert Kincaid, Executive Director of the 
Commission, has prepared plans for new 
model neighborhoods for the cleared central 
blighted area and for the vacant areas with- 
in the outer rim of the city. These new 
home areas provide for wide lots, curved 
streets, community centers and for through 
traffic routed around them. They are inte- 
grated into the comprehensive express high- 
way, and an industrial and recreation plan 
for the entire city. 

The carrying out of the plan for the 
wholesale rebuilding of the blighted areas 
of American cities will require vesting in 
public and private occupations the power 
of condemnation. The public purpose which 
justifies the exercise of this power is the 
clearance of the slum, which is insidiously 
but inevitably destroying our cities. It may 
be necessary to secure federal funds, as ad- 
vocated by Guy Greer and the Urban Land 
Institute, to finance the acquisition of the 
large areas of blighted area necessary to es- 
tablish new neighborhoods enniedhy free 
from reminders of the slum. The courts, 
however, should be fully apprised of the 
low earning power of slum land (and build- 
ings), of the slight possibility of its ever be- 
ing converted to a higher and better use by 
unaided private initiative, and of the mod- 
erate earning power it will yield as sites for 
housing for low- and middle-income groups, 
so that excessive prices will not be allowed 
in condemnation cases. Once the land is 
acquired by these public or private land 
commissions, it should be sold or leased at 
its economic value to private builders, pro- 
vided they agree to develop it according to 
the master plan for the city. While some 
subsidized housing may be necessary for 
the lowest income groups, it is to be hoped 
our post-war economy will provide full em- 
ployment at sufficiently high wages to en- 
able most families to pay an economic rent. 
The federal government may have to absorb 
the losses due to the difference between 
the cost of acquiring and the economic value 
of this slum land, although this loss may be 
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offset in whole or in part by the difference 
between the rate of interest on government 
loans and the loan rate to private builders. 
The cost also may be reduced by foreclosing 
tax delinquent property. A direct expendi- 
ture by the federal government to acquire 
slums will be a wise investment, however. 
If blighted areas are not so acquired and if 
all new building is confined to the suburban 
areas, a huge bill of expense will be im- 
posed on the public by the duplication of 
the schools and sewers and water mains 
which already exist in the older areas. In 
addition to this, a large bill is imposed on 
the individual by the extra cost of trans- 
portation from the suburbs to central areas. 
Morever, the cost to society of crime and 
disease in the blighted areas will constantly 
increase as coming generations grow up in 
slums unless these contaminated areas of 
our nation are removed. 

Our future American cities should pre- 
sent a proper balance between the center and 
the periphery. While the blighted areas 
must be rebuilt to prevent the spread of in- 
fection to all parts of our central cities, the 
suburban areas will not be neglected. There 
will be a belt of new garden homes in model 
neighborhoods built on vacant land around 
the outer edge of the city and within walk- 
ing distance of the new war plants on the 
periphery that will be converted to peace- 


time uses. The conservation area of the 
belt of middle-aged homes between the cen- 
tral slum and the suburbs will be made more 
livable by removing some of the oldest 
structures, by closing for use as playgrounds 
for children some unnecessary interior 
streets, and by providing more small parks 
and recreation areas. i 

The United States has before it the pros- 
pect of building for our victorious heroes 
the finest home areas the world has ever 
known. Even the drawing of plans for re- 
building our cities and the taking of the first 
steps toward their fulfillment will create a 
vision that will inspire all our people and 
cause them to strive towards achieving the 
goal of the new American metropolis with 
all the fervor of the waging of war. When 
the diabolical and destructive forces of the 
world are curbed, the vast productive forces 
generated by war should be turned towards 
the reconstruction of our cities on the new- 
est and latest neighborhood models. This 
plan of a new urban society, in which the 
component neighborhoods of great metro- 
politan centers would have the community 
life of the small town, should be a major 
feature of the master plan for the post-war 
world. 


Homer Hoyr 


Chicago Plan Commission 


Bibliography on Urban Reconstruction 


S a result of a rapidly growing interest in plans for redeveloping the blighted areas of 
our cities after the war, a number of books and articles dealing with this subject 
have been published recently. Some of these significant writings which deal with the fu- 
ture land use patterns of our cities are listed herewith as a guide for students of urban 


land problems. 
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The Structure and Growth of Residential 
Neighborhoods in American Cities. By 
Homer Hoyt, Federal Housing Adminis- 
tration, Government Printing Office, Wash- 
ington, 1939. 

Handbook on Urban Redevelopment for 
Cities in the United States. Federal Housing 
Administration, Government Printing Of- 
fice, Washington, 1941. 

Urban Redevelopment and Housing. By 
Guy Greer and Alvin H. Hansen, National 
Planning Association, Washington, 1941. 
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Chicago, 1942. 
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Population Facts for Planning Chicago. 
Chicago Plan Commission, 1942. 

Industrial and Commercial Background 
for Planning Chicago. Chicago Plan Com- 
mission, 1942, 

Building New Neighborhoods. 
Plan Commission, 1943. 
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Los Angeles, Preface to a Master Plan. 
By George W. Robbins and L. Tilton Dem- 
ing, Pacific Southwest Academy, Los Ange- 
les, Cal., 1941. 

Decentralization in New York City. A. 
report to the Urban Land Institute by Hom- 
er Hoyt and Robert H. Armstrong, New 
York, 1941. 

New York Plans for the Future. By 
Cleveland Rodgers, Harper & Bros., New 
York, 1943, 

Waverly: A Study in Neighborhood Con- 
servation. By Arthur Goodwillie, Federal 
Home Loan Bank Board, Washington, 
1940, 

Proposals for Downtown Boston, De- 
troit, Milwaukee, Louisville, Philadelphia, 
and Other Cities. Reports to Urban Land 
Institute, Washington, 1941 to 1943. 


Chicago 


369 


Articles 


Blessing, Charles A. Rurbana, A Liveable 
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Gropius, Walter and Wagner, Martin A 
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475-481. 

Hoyt, Homer, and Smith, Leonard C. The 
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Coronet, July, 1943, pp. 138-147. 
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Tenure Situation in the North Central Region: 
1940-1944 t 


AND tenure is the term applied to the 

various methods by which individuals, 
groups of individuals, or their government 
hold rights to use and receive income from 
land. As such, it has no significance in it- 
self. It attaches importance only when the 
methods used to hold rights to land use and 
land income interfere with or facilitate es- 
sential and desirable adjustments—adjust- 
ments needed to maintain world peace, to 
produce the types and quantities of agricul- 
tural products required by our economy, to 
increase the standard of living and the se- 
curity of farm families, and to conserve the 
natural resources. 

This statement is directed primarily to- 
ward a better understanding of the nature 
of tenure change during wartime. The anal- 
ysis presented here may be helpful in fore- 
casting the tenure situation at the end of 
the war. But more important is the under- 
standing of the process by which tenure 
changes. This process vitally affects the suc- 
cess of agricultural programs both in war 
and in peace. 


Land Tenure in 1940 


In 1940 about 1,673,000 farmers were 
operating in the eight states of the North 
Central Region.1 Of these farmers, 32 per 
cent were full tenants, 12 per cent were part 
owners, and 56 per cent were full owners. 


+ Elco L. Greenshields, Senior Agricultural Econ- 
omist, Bureau of Agricultural Economics, Washing- 
ton, D. C., assisted in developing and carrying out 
a regional tenure research project from which much 
of the data contained in this paper has been taken 
The original notes were prepared for the discussions 
of the Regional Post-War Planning Committee. 
U.S.D.A., on “The Agricultural Situation at the 
End of 1944.” 

*The North Central Region is considered herein 
to include the states of Minnesota, Wisconsin, Michi- 
gan, Ohio, Indiana, Iowa, and Missouri. 


Included in their farms were 215,150,600 
acres of land. About 45 per cent was op- 
erated under lease by full tenants and part 
owners, The remainder was operated by 
either full or part owners. The average size 
of farm in the region was 128 acres. Farms 
operated by full tenants averaged 146 acres; 
by part owners, 193 acres; and by full own- 
ers, 103 acres. About 242,700 farm oper- 
ators in the region reported working off 
their farms more than 100 days in 1939. Of 
these, 67 per cent were full owners, 7 per 
cent were part owners, and 26 per cent were 
full tenants. 

The above statistics on tenure for the re- 
gion are only a.small portion of those read- 
ily available. Two points need re-emphasis, 
however, since they are not too commonly 
considered in the development of our agri- 
cultural policies and programs. 

First, many farmers in the region have 
been part-time farmers. These farmers, 
usually on small units, attempt to supple- 
ment their income by work on other farms, 
in forests, or in nearby industry. These 
farmers are as dependent on their rights to 
receive nonfarm income as on their rights 
to use and receive income from land. Their 
peculiar problems should be given attention 
in war and post-war programs. 

Second, part-owner operation (part of the 
land in an operating unit is owned and part 
is leased) has been an important method of 
farming in the Midwest. Twelve per cent of 
the farm operators in 1940 were part own- 
ers. Farms of part owners were larger than 
farms of either full owners or full tenants. 
(Part-owner operators represent as large a 
proportion of operators in the better areas 
of the Corn Belt as in the less productive 
areas of the region.) Almost all the farms 
in the region are family-sized farms, but the 
capacities of farm families differ, and even 
during the life of one family its capacity 
varies widely. The size of farm business 
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should be flexible enough so that, as the 
farm family grows into peak productivity— 
as the farmer becomes experienced and the 
children become old enough to help with 
farm work—the business can be expanded. 
Later, the size of business may have to be 
reduced as the family grows older. Part- 
owner operation offers flexibility in size of 
business and at the same time affords some 
of the security of ownership. Agricultural 
policies and programs must recognize the 
flexibility of the farm family and strive to 
make it easier for that family to increase or 
decrease the size of its business accordingly. 
The experience of part owners should be 
helpful in the development of those policies 
and programs, 


Tenure Changes, 1940-1944 


Changes in Land Ownership. Since 1940 
a large amount of land has been transferred. 
Up to the present, July 1, 1943, the owner- 
ship of land has generally changed from un- 
willing to willing owners. Insurance com- 
panies, banks, estates, retired farmers, and 
farmers who wish to retire are decreasing 


their holdings. For instance, between Janu- 
ary 1, 1942 and April 1, 1943, in 20 sample 
counties in the region 3,936 tracts of land 


TABLE I. CLASSIFICATION OF BUYERS AND 
SELLERS OF ALL LAND TRANSFERRED IN 20 
Mipwest Counties* (January 1, 1942 
to April 1, 1943)* 


Differ- 








Tracts 
Sold |Bought ence 
Num- | Num- Num- 
ber ber ber 


Tracts 





Owner-operators and 


other farmers 813 1,116 


1,929 


Nonfarmers 
(includes estates 
and corporations) 2,686 


Unclassified» 437 875 438 
3,936 3,936 _ 


1,132 —1,554 














* Source: Tand Market Survey of the Bureau of Agricul- 
tural Economics. 

*Cinton, Knox, and Logan Counties, Illinois; Grant, Jen- 
nings, Knox, Noble, and Rush Counties, Indiana; Cedar, 
Claike, and Crawford Counties, Iowa; Audrain, Harrison, 
Lawrence, Nodaway, and Pemiscot Counties, Missouri; Darke, 
Medina, Madison, and Muskingum Counties, Ohio. 

> Represents buyers and sellers who were not known lo- 
cally, a2 major proportion of whom are nonfarmers. : 
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were transferred. Owner-operators and 
tenants bought 1,116 more of these tracts 
than were sold by other owner-operators. 
Nonfarmers, including corporations and es- 
tates, sold 1,554 more tracts than were 
bought by other nonfarmers, In addition, a 
number of the nonfarmers purchasing land 
intended to operate the land purchased 
(Table I). 

The new owners are predominantly per- 
sons with an interest in operating the land 
or at least holding it for a considerable pe- 
riod in the future—such as farmers, rural 
noniarmers, urban investors with previous 
ownership experience, and part-time farm- 
ers. By the end of 1944 a major portion 
of the unwilling owners will have sold their 
land. More people will buy land as a hedge 
against inflation; and a considerable in- 
crease in the land purchases for resale profit 
will take place. By 1944, some land will be 
owned by individuals, such as garage and 
filling-station operators, whose peacetime 
business was a “war casualty.” At the close 
of the war many of these owners will want 
to get their money out of land for use in 
their former businesses. 

In 1944 owner-operators will own more 
land than was owned by owner-operators in 
1940, but the increase in 1943 and 1944 will 
not be so great as that between 1940 and 
1942. In 1944 a considerable number of in- 
dustrial workers will purchase what they 
consider post-war security in the form of a 
little piece of land. Some of these tracts 
will be close enough to industrial jobs to 
permit part-time operation during the war. 


Change in Land Operators. Since 1940 
there has been a small decrease in the area 
of land operated under lease. Net change in 
numbers of tenants, part owners, and full 
owners and in the area of land operated by 
owners or under lease will not be significant 
between July 1, 1943 and the end of 1944. 
However, a number of individual changes 
are taking place. Many farmers are retiring 
or reducing their operations, many are mov- 
ing to different farms or adding to their 
existing units, and many individuals are 
starting in as farm operators. 

The following analysis of new farmers 
and of individual tenure changes is present- 
ed for a better understanding of the process 
of tenure change. Failure to appraise the 
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TABLE II. CHARACTERISTICS OF NEW FARMERS IN 1943 WuHo RECEIVED 


F.S.A. Loans, 


10 CountTiEs* 








Farm Laborers in 1942 Urban Workers in 1942 





Farm Labor 
Experience 
only 


| 
CLass | 


Farm Labor 
Former Experience Former 


Operator only Operator 





Number 

18-25 Years Old 
Owner. 
Unrelated tenant 
Related tenant. 


26-38 Years Old 
Owner. 
Unrelated tenant.... 
Related tenant 


39 Years Old & Over 
Owner. 
Unrelated tenant 
Related tenant 


TOTAL 




















Average acres per farm, 130 


Average crop acres per farm, 84 


Number Number Number 











* Source: F.S.A. case histories and interviews. _ ; 
Knox County, Illinois; Knox and Rush Counties, Indiana; 
Nodaway Counties, Missouri; and Seneca County, Ohio 


full scope of these changes in the fall of 
1942 caused undue alarm over the possibil- 
ity that many farms would be idle in 1943. 
Farmers were retiring and reducing the size 
of their farms. Farm sales were widely pub- 
licized. But, by the spring of 1943, other 
farmers had taken over the land, livestock 
and machinery. Probably less land is not in 
use in 1943 than was the case in 1942. For 
instance, in Clarke County, Iowa (located in 
the south central part of the state) only one 
tract of land had not been leased by April 1, 
1943. 

New Farmers. Many individuals are op- 
erating farms in 1943 who had not operated 
farms in 1942. The Farm Security Admin- 
istration, in Region 3 (five Corn Belt states 
of Ohio, Indiana, Illinois, Iowa, and Mis- 
souri), made more than 2,677 loans to new 
farm operators between October, 1942, and 
May, 1943. A more detailed study was made 
of 86 of these new operators in 10 counties. 
Of these, 61 had been farm laborers in 1942 
and 25 had been working in urban areas. 
All of them had a number of years of farm 


, Clarke, and Palo Alto Counties, Iowa; Harrison and 


experience (an F.S.A. requirement—hence 
should not be generalized for all new farm- 
ers). Of the 61 who were farm laborers in 
1942, 10 had operated farms in the past. Of 
the 25 who had been working in urban 
areas, 11 had operated farms. Seven of the 
new operators became owner-operators, 10 
rented from relatives, and the rest rented in 
the usual manner. Sixteen of the new oper- 
ators were between 19 and 25 years of age, 
45 were between 26 and 38, and 25 were 39 
years old or over. 

The farms to which the new operators 
moved averaged 130 acres, with 84 acres of 
cropland (Table II). In all but one of the 
counties the average size of the new bor- 
rower’s farm was smaller than the average 
size of farm in the county, but the crop 
acres were about equal to the average of the 
county. There were many reasons why these 
new operators picked 1943 to start farming. 
Farms were available. Expectations of high 
farm income was good. National policy en- 
couraged anyone with experience in agri- 
culture to do his utmost to produce food. 
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Some owner-operators encouraged good 
farm laborers to become farm operators by 
leasing them a part of the farm and by mak- 
ing feed and machinery avaliable to them. 
In return, the new operator would share la- 
bor with the landlord. In general, the new 
operators had been _better-than-average 
farm laborers and had possibilities of being 
among the better-than-average farm oper- 
ators. 

New farmers in 1943 who have been as- 
sisted by the Farm Security Administration 
are, by no means, all of the new farmers. 
Many do not need financial assistance or can 
secure such assistance from other lending 
agencies. County officials and lending agen- 
cy representatives indicated that they had 
received large numbers of inquiries concern- 
ing the possibilities of starting to farm. 
Many of these inquiries were from people 
in poorer agricultural areas and from urban 
areas. There will be no shortage of farm 


operators by the end of 1944. 

Mobility of Farm Operators. Considerable 
numbers of operators are moving from one 
farm to another. Others are adding land to 
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their operating units or are decreasing the 
amount of land they operate. To get a pic- 
ture of this mobility, all tenure changes be- 
tween 1942 and 1943 were obtained in 
Clarke County, Iowa. In this county changes 
in tenure occurred on 376 tracts of land. 
These tracts were not all complete farm 
units, but their average size was 151 acres 
as compared with 181 acres average for the 
1,439 farms in the county. Of the tenure 
changes on these 376 tracts of land in Clarke 
County, 69 involved a change in both owner 
and operator; 46, a change in ownership 
only; and 261, a change in operator only 
(Table IIT). 

Tenants replaced tenants on 182 tracts. 
Nineteen of these replacements were accom- 
panied by a change in ownership, i.e., there 
was a change in landlord as well. Although 
movement of tenants from one farm to an- 
other has often been looked upon as socially 
undesirable, there are indications that many 
Clarke County tenants improved their posi- 
tion in 1943 by such moves. For instance, 
among F.S.A. clients, 31 tenants changed 
farms in 1943. Twenty-two of these tenants 


TaBLe III. Tracts or LAND ON WHICH TENURE CHANGED BETWEEN 
1942 anp 1943, CLarKE County, Iowa* 








Total 
Acres 
Per Tract 


Crop 
Acres 
Per Tract 


Tracts 





Change in owner and operator in 1943 
Tenant-operated in 1942 and 1943 


Number Number Number 


19 138 92 





Tenant-operated 1942; owner-operated 1943 
Owner-operated 1942; tenant-operated 1943 
Owner-operated in 1942 and 1943 


36 141 83 
5 232 158 
9 90 53 





Changes only in ownership, 1943 
Tenant-operated in 1942 and 1943 


28 158 100 





Tenant-operated 1942; owner-operated 1943 


Changes only in operator, 1943 
Tenant-operated in 1942 and 1943 


18 121 62 


163 96 





Tenant-operated 1942; owner-operated 1943 

Owner-operated 1942; tenant-operated 1943 

Tenant-operated 1942; no operator, 1943 
(as of April 1, 1943) 


137 74 
147 77 
25 


88 





TOTAL CHANGES. 


Number of farms in county, 1439 
Average acres per farm, 181 
Average crop acres per farm, 83* 














* Source: Clarke County A.C.P. records 
* Taken from the U. S. Census of Agriculture, 1940. 
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moved to larger and better farms. Four 
moved to somewhat smaller farms but farms 
which, in the opinion of the F.S.A. Super- 
visor, were better suited to the family. Five 
tenants moved to smaller and definitely less 
desirable farms. The main reasons for 
change given by the 26 tenants who im- 
proved their position were: (1) that their 
livestock, machinery, and family labor were 
sufficient for a larger farm; (2) larger 
farms were available; and (3) the new farm 
had better buildings and better land. It 
should be recognized that this group of 
farmers had valuable assistance from the 
Farm Security Administration in getting 
better farms. The F.S.A. experience also 
suggests the desirability of a definite pro- 
gram in each county directed at helping 
farmers get the size and type of farm they 
need. 

Owner-operators replaced tenants on 104 
tracts of Clarke County land. Eighteen 
owner-operators in 1943 bought the land 
they had been operating as tenants in 1942. 
Thirty-six bought land leased to another 
tenant in 1942. Fifty began operating land 
they had previously owned but had leased 
tc a tenant in 1942. This latter group in- 
cludes landlords who either had difficulty 
finding a tenant in 1943 or who wanted to 
take over operation of the farm. Some of 
these tracts are being operated with hired 
labor in 1943. 

Tenants replaced owner-operators on 52 
tracts. Of these, 47 continued in the own- 
ership of the 1942 owner-operators but were 
leased to a tenant in 1943. Five tracts were 
sold by the 1942 owner-operators and the 
new owners leased the land to tenants in 
1943. 

Owner-operators replaced owner-opera- 
tors on nine tracts of land. These tracts 
were smaller than the average size of farm 
in the county and their purchase mainly rep- 
resents additions to existing farm units. 
However, it is generally true that when a 
tenant purchases a complete unit to operate 
as an owner-operator, it is smaller than the 
unit previously rented. 

Owner-operators in 1942 discontinued op- 
eration on a total of 61 tracts. In the main, 
this represents a group of operators who 
are reducing the size of their operations or 
retiring. Some of those retiring are passing 
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the operation of the farm on to a relative, 

Whenever an operator changed farms, his 
move would be part of a chain of moves in- 
volving from 2 to 10 others. It was difficult 
to determine who started each series of 
changes. Undoubtedly, the motivation came 
both from those farmers who wished to re- 
tire or to reduce their operations and from 
those farmers who were in a position to 
expand their operations or commence farm- 
ing. A number of these series were analyzed 
in Clarke County. In the fore part of each 
series, operators of small farms changed to 
larger farms; however, where tenants be- 
came owners, the size of the farm usually 
decreased. At the latter part of the series, 
some operator would reduce the size of his 
operations or retire. 

The above data from Clarke County, 
Iowa, indicates the complicated nature of 
the process of tenure change. The desirabil- 
ity of such a great volume of change is cer- 
tainly subject to question. We know that 
moving from one farm to another is incon- 
venient and costly. Yet, as long as indivi- 
duals want to start farming, as long as farm 
families increase their capacity to produce, 
and as long as farmers retire, farms will 
change hands. The war undoubtedly has in- 
creased the number of tenure changes. Yet, 
during the war there are real opportunities 
for small farmers to improve their position, 
especially those with adequate family labor. 
Many of these changes will not prove satis- 
factory to the operator, partly because he 
has been forced to make a hurried move 
from a farm he could use effectively and 
partly because he has failed to appraise ade- 
quately the new farm in relation to his fam- 
ily resources. Farm programs should assist 
farmers in locating suitable farms and in ad- 
justing the size of farm business to the ca- 
pacity of the farm family. 


Changes in Types of Leases 


There does not appear to be much change 
in the types of leases and leasing arrange- 
ments since 1940. Cash rents have gone up 
some, and in some cases the landlord’s share 
has been increased. Both landlords and ten- 
ants received a much greater return in 1942 
than in 1940. 

Leases in the Corn Belt are usually for 
one year, but in some areas and in some 
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groups of farmers, attempts have been made 
to increase their length. F.S.A. county su- 
pervisors have been especially active in this 
respect. In 1943 the F.S.A. supervisors are 
finding that neither the tenant nor the owner 
wants a lease for more than one year; in 
fact, many longer-term leases are being 
changed to one-year leases. The main reason 
why tenants did not want longer leases was 
that, in view of the uncertain future, they 
did not want to commit themselves for a 
long period. Part of this uncertainty results 
from a greater expectancy of getting a 
chance to rent a better farm or to own a 
farm, but probably more important is the 
general uncertainty created by the war in 
the minds of all people. 

A few labor-share leases are appearing in 
parts of the Corn Belt, particularly on large 
farms which require sizable investments for 
livestock and machinery. In these leases the 
landlord—often a retired farmer who wishes 
to maintain his machinery and livestock in- 
tact and his farm in maximum production— 
furnishes the land, livestock, and machinery 
and gets two-thirds of the income. The ten- 
ant furnishes the labor, and sometimes the 
power, and gets one-third of the income. 
This type of lease may become more com- 
mon by 1944 even though it affords some- 
what less security to the tenant-operator 
than he would have under the more common 
leasing arrangements. By its use, good hired 
labor can be given an interest in farming and 
kept on the farm. Also, persons interested 
in becoming farm operators will be tempted 
to use this type of lease as livestock and 
machinery become more difficult to obtain. 


Tenure of Farm Labor 


The tenure of farm laborers will be much 
improved by 1944. More laborers can be 
used than are available. Wages will have in- 
creased and farm laborers will be sure of a 
job for the duration of the war. As previ- 
ously pointed out, many will become farm 
operators. Farmers will attempt to hold 
their hired labor by organizing their farms 
to provide year-round employment. 

A much smaller proportion of hired labor 
will be single men in 1944 than in 1940. 
More married men are available for farm 
labor in 1943 than housing facilities can-ac- 
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commodate. Farmers are trying to make the 
maximum use of housing facilities for mar- 
ried hired laborers. Some farmers are buy- 
ing or renting additional acreages which 
have houses that can be used by the hired 
men. 

The tenure of farm labor after the war 
poses some difficult problems which are re- 
lated not only to the farm economy but also 
to the national labor situation. However, 
farm labor should have somewhat more se- 
curity than it has enjoyed in the past, and 
farm laborers should have the privileges of 
a social security program. This would be 
particularly true if, during the war, midwest 
farmers come to depend on a permanent 
class of farm laborers such as married hired 
men or imported Mexican and Jamaican 
labor. 


Summary of Significant 
Tenure Changes 


Significant tenure changes taking place 
during the period between 1940 and 1944 
can be summarized as follows: (1) Almost 
complete disappearance of unwilling land 


owners. (2) An increase in the number of 
owners anticipating speculative profits from 
resale (particularly in 1943 and 1944, if in- 
come taxes and other forms of land market 
controls are not applied sufficiently to pre- 
vent inflation of land values). (3) A small 
increase in the amount of land owned by 
operators. (4) An increase in the number 
of small tracts owned by industrial workers 
who plan to ride out any post-war depres- 
sion as subsistence or part-time farmers. (5) 
An increased number of individual opera- 
tors changing farms. (6) Slight increase in 
the average size of farms but considerable 
change in the individuals included in the 
different size groups. (7) Lease contracts 
drawn for shorter-time periods. (8) In- 
crease in labor-share leases. (9) Increased 
proportion of hired farm labor performed 
by married men and their families. 


Some Suggestions for Land 
Tenure Programs 


The United States will be confronted with 
agricultural problems in the future as it has 
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been in the past. Some of these problems 
will be the result of efforts to produce food 
for the war, others will have been held over 
from before the war, and still others will 
converge upon the country in its shift from 
war to peace. Tenure arrangements should 
not prevent solutions of these problems as 
they arise. 

Tenure analysis, particularly that dealing 
with the process of tenure change, seems to 
indicate that the following types of pro- 
grams would aid in the solution of future 
agricultural problems: 


1. Inflation control, especially in land values. 

. Debt adjustment and mortgage insurance to mini- 
mize foreclosures in the event we have lower 
price and income levels after the war. 
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. Programs to aid farm laborers to become farm 
operators, either as tenants or as owners. 

. Programs which aid farm operators to adjust 

the size of their business to the size of their fam- 
ily. 
Assist in maintaining satisfactory income for 
part-time farmers. In this instance, policy should 
also be developed with respect to the place of 
part-time and subsistence farming in our agri- 
cultural economy. 

. Job security for farm laborers. 

. Retirement programs for farm operators. 


Raymonp J. PENN 
Bureau of Agricultural Economics 


U. S. Department of Agriculture 
Milwaukee, Wisconsin 
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In the Matter of the Rates and Service of the 
New Haven Water Company’ 


HIS case is of more than usual interest 
to students of public utility economics 
because of the issues raised by the city of 
New Haven. The issues of supercession and 
the reproduction of the service were ex- 
plored in addition to the usual controversy 
between original cost and reproduction cost. 
The city also insisted that “war taxes” 
should not be included as an operating cost. 
On August 14, 1939, the Public Utilities 
Commission of the States of Connecticut 
ordered an increase in rates, as requested by 
the New Haven Water Company, to be 
effective the first of November, 1939. On 
July 14, 1941, however, Governor Robert 
A. Hurley ordered an investigation of the 
new rates and in a Memorandum Order 
dated October 20, 1941, the Commission re- 
versed its position and ordered the Company 
to revert to the rates in force prior to Au- 
gust 8, 1939, beginning January 1, 1942. 
The Commission also ordered “excess” rates 
collected during the period November 1, 
1939, to January 1, 1942, impounded pend- 
ing a final order. An exception was made 
for rates to large industrial users. Because 
an appeal from the Commission’s Memoran- 
dum Order of October 20, 1941, was taken 
by the Company to the Superior Court of 
New Haven County, the increased rates 
which became effective November 1, 1939, 
have remained in force. This appeal has re- 
mained dormant but an agreement was 
reached between the Company and the Com- 
mission which provided for impounding the 
additional rates collected so that the Com- 
pany could refund to its customers if a final 
decision were made to return the rates to 
their previous level. 
In a series of hearings, held between No- 
vember 12, 1941 and April 23, 1943, the 


* Before the Public Utilities Commission of the 
State of Connecticut, Docket No. 7075, June 21, 
1943, Hartford, Conn. ; 


Commission examined witnesses and _ lis- 
tened to arguments as presented by the 
Company, the city of New Haven, the town 
of Hamden, and the Commission’s staff. To 
facilitate the hearings, the Company agreed 
not to request any increase in rates above 
those requested in August, 1939, and all 
parties agreed to a stipulation that the re- 
production cost of the utility property to- 
talled $28,010,000 (based upon an inven- 
tory of May 15, 1939, priced at the average 
of prices obtaining during the period 1936- 
1938). 

The New Haven Water Company sup- 
plies water to the city of New Haven and 
some ten suburban towns. It also supplies 
water to the town of Milford through its 
controlled subsidiary, the Milford Water 
Company. Up to 1925 the company relied 
upon what is hereafter called the “old sys- 
tem” for its water supply. This “old sys- 
tem” was capable of producing 23 million 
gallons per day in a 95 per cent dry year.” 

During the period from 1925 to 1933 the 
Company built, at a cost of $7,128,000, the 
North Branford Development. This pro- 
ject included the construction of two large 
reservoirs with a combined storage capacity 
of nearly 16 billion gallons and the neces- 
sary diversion tunnels to increase the daily 
production of water by 15 million gallons. 
The project obtained water from a drainage 
area of approximately 16.2 square miles. 

In connection with the North Branford 
Development, an additional expenditure of 
about $2,500,000 will complete the Ham- 
monassett River Diversion Project. This 
latter project would increase the production 
of the Company by 25 million gallons per 


27“A 95 per cent dry year is one of such dryness 
that 95% of the years will be wetter than that year 
and 5%of the years will be drier.” Jbid., p. 6. Here- 
after all production figures will be stated in terms 
of a 95 per cent dry year. 
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day and would increase the drainage area of 
the system by 34 square miles. In contem- 
plation of eventually completing this latter 
project the Company has already spent ap- 
proximately $500,000 for preliminary engi- 
neering and the acquisition of land water 
rights. 

It is interesting to notice that, contrary 
to the usual experience of water utilities, 
the New Haven Company in its next ex- 
pansion will encounter a decreasing cost sit- 
uation. The average investment per million 
gallons of water delivered daily by the “old 
system” is $147,000 and by the North Bran- 
ford Development, $475,000; but for the 
contemplated Hammonasset Project it will 
be only $100,000. The latter project when 
completed will reduce the overall investment 
of the entire system to $207,000 per million 
gallons delivered daily. 

The demand for the services of the New 
Haven Water Company reached 26 million 
gallons per day in the year 1925, increased 
to 29 million gallons daily in 1929, returned 
to the 1925 level during the thirties and ad- 
vanced to 32 million gallons daily in 1942. 
The increase in demand in both 1929 and 
1942 seems to have been largely an increase 
in the quantity needed by industrial plants. 
Only the most optimistic forecaster can fore- 
see the need for completing the Hammonas- 
sett Project in the near future since the 
system already in operation is capable of 
producing 38 million gallons daily in a 95 
per cent dry year. 

Dr. John Bauer, testifying for the city of 
New Haven, contended that since the Ham- 
monassett Project could be completed im- 
mediately at a cost of approximately $2,- 
000,000, such an investment should be 
made, and that the “old system” should 
thereupon be depreciated by $2,358,493. He 
pointed out that the North Branford De- 
velopment, together with the Hammonas- 
sett Project, would give the Company a sup- 
ply of 40 million gallons daily at a total in- 
vestment, including the distribution system, 
of approximately $12,500,000. Dr. Bauer 
referred to this analysis as the application 
of the theory of supercession. The Commis- 
sion, however, decided that the witness was 
attempting to set a value on the utility prop- 
erty by estimating the cost of reproducing 
the service. In the writer’s opinion, the case 
would have been much stronger after the 


construction of the Hammonassett Project 
had been completed. In the latter event, a 
legitimate claim could be made for the ac- 
tual abandonment of some of the more cost- 
ly producing units of the “old system.” 
There is ample precedent for eliminating 
from the rate base of a utility all property 
that is neither used nor useful. 

This raises the pertinent question of 
whether or not the Hammonasset Project 
should be completed in the near future? It 
is clear that it is not needed as a supplement 
to the present sources of supply. It is equal- 
ly clear that its construction would permit 
the abandonment of a greater investment in 
older plant. From the point of view of the 
consumer, this is to be desired as a method 
of decreasing rates. It is evident, however, 
that the investors in the Company would 
suffer a loss if the Hammonassett Project 
were built before depreciation reserves have 
been accumulated to permit such construc- 
tion without additional investment. 

The Commission did not attempt to an- 
swer this question. It did, however, point 
out that Dr. Bauer was in error as to the 
amount of the “old system” that could be 
abandoned if the Hammonassett Project 
were finished. The Commission also rebuked 
Dr. Bauer for presenting engineering evi- 
dence when he was not qualified as an engi- 
neer.® 

The city also produced an engineer who 
testified that the entire North Branford De- 
velopment was unnecessary. It was his con- 
tention that the additional water needed in 
1925 could have been obtained by sinking 
wells in the Mill River Valley and the Whit- 
neyville Plain areas of New Haven at a 
much smaller investment than the $7,128,- 
000 invested in the North Branford De- 
velopment. This contention was vigorously 
denied by a geologist who testified that suf- 
ficient water could not be obtained from 
such wells. 

The Company contended that a fair value 
of the utility property, based upon tradi- 
tional valuation processes, should be not less 
than $25,000,000. It admitted that in mak- 
ing its estimate, predominate weight had 


7In the writer’s opinion, the rejection of ideas 


because the witness is better qualified in another 
field is to be deplored. The testimony should be 
judged on its own merits as well as on the reputa- 
tion of the witness. 
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been given to cost of reproduction, namely 
$28,010,000. The Commission, in its deci- 
sion, commented upon the fact that the Com- 
pany had willingly limited its request for a 
rate increase to the rates under consideration 
and that these rates would return only 2.7 
per cent on a valuation of $25,000,000. In 
the words of the Commission, “investors do 
not willingly content themselves with this 
rate of return, which is comparable to that 
earned on Federal Government Bonds.”* 
The Commission therefore concluded that 
the Company did not honestly believe that 
the value of the utility property should be 
$25,000,000 for rate making purposes. 

The Commission in its summation of the 
case indicated its dissatisfaction with repro- 
duction cost as a useful measure of the rate 
base of a utility and also expressed its opin- 
ion that... “The more recent decisions of 
the United States Supreme Court have freed 
commissions from the binding force of rep- 


*Docket No. 7075, op. cit., p. 9. 
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roduction cost estimates in the determination 
of fair value.”> The Commission dismissed 
the contention of the city of New Haven 
that “war taxes” should not be included in 
the allowable operating costs with the state- 
ment that it did not expect the tax rate to 
be reduced for a long time and to eliminate 
any portion of the taxes paid by the utility 
might mean eventual bankruptcy of the 
Company with an attendant loss of a vital 
service. 

All of these opinions of the Commission 
were, however, obiter dicta. The decision of 
the Commission to again authorize the rates 
requested in August, 1939, was based upon 
the fact that the rates in dispute would not 
pay as much as six per cent on any of the 
proposed rate bases. 


> Ibid., p. 13. 


HERSCHEL F. Jones 
Washington, D. C. 


Public Utility Financing in the Second 


Quarter 


‘TOTAL public utility security offerings 
amounted to $97 millions in the second 
quarter of 1943 as compared to $29 millions 
in the first quarter of 1943 and $104 millions 
in the second quarter of 1942. While the 
total in the current quarter is substantially 
higher than that of the first quarter of the 
year, it is only about one-third of the aver- 


of 1943 


age second-quarter total in the three years 
prior to the war. 

Two fairly large issues, both of which 
were offered to the public through under- 
writers, account for more than 90% of the 
total volume in the second quarter. Each 
of these issues is analyzed in Table I. The 
larger, the Puget Sound Power and Light 


TaBLE I. SUMMARY AND ANALYsIs OF Pustic UtTitity Lonc-TEerm Dest Issues 
OFFERED PuBLICLy, SECOND QuaRTER, 1943 








Company & Issue Principle 
(A) Amount 


(C) 


Esti- 
mated 
Inci- 
Offer- dental 

ing Ex- 
Yield Penses 
(G) (J) 

% % 





Puget Sound Pwr. & Lt. Co. 
Ist Mortgage 


Pub. Serv. Co. of Ind. 
Ist Mtg. Series E 


$52,000,000 


38,000,000 


4.00 A 56 


-60 





Total or weighted average $90,000,000 














58 
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Tape I]. SUMMARY AND ANALysIs oF Pustic Urtitiry Lonc-TEerm Dest Issues 
OFFERED PRIVATELY, SECOND QuARTER, 1943 








Company & Issue 
A 


Coupon 
Rate 
(B) 


Principle 
Amount 


(C) 


Maturity 
Date 
(D) 


Month of 
Offering 
(E) 


Offering | Offering 


Price 
(F) 


Yield 
(G) 


% 


Jo %o 





Superior Water, Lt.&Pr. Co. 
1st Mortgage 3% 

Superior Water, Lt.&Pr. Co. 
S.F. Debentures 4 

Hingham Water Co. 
20-Year Notes 

Iowa Continental Tel Co. 
10-Year Notes 


$2,500,000 
1,000,000 
450,000 


250,000 


1973 April 100.45 3.35 


1958 April 100.00 4.00 


103.50 3.12 


1963 June 


1 1 


1953 June 











Total or Weighted average 


$4,200,000 _ = 














100.68" 3.49° 





2 Not available. 
? Excluding issue for which offering price is not available. 


Company first mortgage 4%4’s of 1972, to- 
talled $52,000,000 and sold at 10414 to yield 
4%. This is an unusually high yield for a 
public utility offering of this size. Because 
of it, the weighted average yield of pub- 
licly sold issues was higher than for any 
quarter since 1938. The second issue, of- 
fered by the Public Service Company of In- 
diana, sold on a much lower yield basis, 
3.16%. 

Table II lists four bond issues sold pri- 
vately during the quarter. Offering yields 
on these issues varied from 3.12% to 
4.00%. The total volume of issues in this 
classification was only $4,200,000. 

A preferred stock issue and a serial issue 
complete the quarter’s financing. Washing- 


ton Gas Light Company offered 21,024 
shares of $5 preferred stock, no par, at $100 
per share. This is the first utility preferred 
stock offering since September, 1942. The 
serial issue was a $750,000 offering of 3% 
serial notes by the New Bedford Gas and 
Edison Light Company sold privately to a 
group of insurance companies at 102.44%. 


R. G. Duprey 
Statistician 
Public Service Commntission 
of Wisconsin 

W. H. Evans 
Assistant Rate Analyst 
Public Service Commission 
of Wisconsin 
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The Farmer Citizen at War. By Howard 
R. Tolley. New York: The Macmillan 
Company, 1943. pp. xi, 318. $2.50. 
Howard Tolley’s friends, and many oth- 


ers who have had only casual contacts with 
him as bureaucrat and public official, will 
thoroughly enjoy this book, and it can be 
commended to others. It is the response to 
a long-repressed urge to set forth his phi- 
losophy of democracy. He “lets himself 
go” as few have heard him do. Starting 
with a text from I Corithians, he preaches 
a series of inspiring sermons, suffused with 
a glow. 

The avowed purpose is to document the 
belief that “. . . the enlistment of the full 
energy of a people” needed to win the war 
. can be done 
best through the democratic ways worked 
out here,” and to reveal... “the powerful 
reserves of energy that democracy sup- 
plies.” (p. 3) “If the citizenry are to par- 
ticipate fully in the war effort, they need 
to agree wholeheartedly, with no reserva- 
tions whatever, that the effort is worth- 
while. And for such agreement, such full 
consent, they must understand what is ex- 
pected of them; they must feel that sacri- 
fices are being made by all alike, and they 
must have definite jobs to do to help win 
the war.” (p. 7) 

More specifically, “this book is a discus- 
sion of a decade of government efforts, dic- 
tated by the very nature of the difficulties 
of 1932-33, to grapple for the first time on 
any big scale with some of the major prob- 
lems of democracy . . . to show how the 
painfully learned lessons of those years may 
enable democracy to meet the challenge of 
the present and of the future... .” (p. 30) 
As leader in the AAA and the BAE, almost 
continuously engaged in these tasks, Tolley 
writes out of rich personal experience. 

Here is a competent insider’s account of 


the federal, state and county agricultural 
agencies, and “the grass-roots planning or- 
ganization” known as the community agri- 
cultural planning committee. Readers of 
this Journal will welcome the account of the 
evolution of that organization and its pro- 
cedure as presented in Chapter III, and will 
find especially appealing the case studies 
summarized in Chapter V. I found this il- 
luminating chapter quite the best. 

Critical notes in the glowing accounts are 
rare, and opportunities obvious to the in- 
formed reader are typically passed over. 
An exception is found in Chapter IV, 
“Pressure Groups,’ in which he writes: 
“... it is a very real danger to democracy 
and good government if any private organi- 
zation actually does assume a possessive at- 
titude to a public agency, if it does seek to 
influence unduly the actions of a public 
agency. Never has this danger taken more 
ominous shapes than now.” (pp. 113-14) 
The reference is to the relations of the Farm 
Bureaus and their Federation to county 
agents and the Extension Service. 

The impression is given that the farm re- 
lief and uplift system built during the 1930's 
was readily adaptable to the very different 
demands of wartime, and almost no hint is 
given of any baneful carry-overs in the past 
two years. Apparently these were not in 
the author’s perspective as he wrote. The 
book does not pretend to be a calm ap- 
praisal, and it lacks “that metallic virtue, 
objectivity,” of which the author makes 
scornful mention at one point. (pp. 239-40) 

Chapter VI is devoted to the “underpri- 
vileged” third, or half, of the families in 
agriculture, some causes and some remedies. 
Here the author is often more superficial 
than penetrating. I cannot feel content with 
such assertions as these: “The nation has 
learned how to produce almost anything 
well. But it has not learned how to dis- 
tribute the things we produce.” (p. 181) 
Among “the fundamental forces pushing 
down upon agriculture” are “the dominance 
of the industrial business idea . . . involv- 
ing, among other things, the loss of export 
markets for American agricultural prod- 





382 


ucts.” (p. 189) Yet the chapter makes use- 
ful contributions. 


The long, conglomerate Chapter VIII, 
“The Managerial vs. the People’s Revolu- 
tion,” struck me as the least satisfactory in 
the book. Interrogation points may well 
stud its margins. Mr. Tolley refers to “the 
vice of expertism,” “a world of gadgets,” 
“the triumphs of the specialists, and... 
their failures,” which “in peace has bred 
war.” (pp. 227-28) He refers to the dan- 
ger that “in a world as complex as today’s, 
. .. that complexity itself will give the aver- 
age man ... a mass inferiority complex.” 
(p. 228) “Physical civilization has been 
moving too fast for men and institutions to 
keep up with it.” (p. 232) His classification 
of agricultural economists leaves much to 
be desired, even if some of its barbed shafts 
strike home usefully. 


Mr. Tolley apparently sought to bring out 
“the error into which experts would lead 
people if experts alone could wield power, 
and . . . ways in which the citizen and the 
expert can team up to guide each other.” 
(p. 270) The key to his conclusions is 
doubtless in these sentences: “Democratic 
government demands that the citizen be a 
tull partner with technician and adminis- 
trator in the consultations and decision- 
making of the governmental process.” (p. 
238) “The part that American farm men 
and women have taken in molding agricul- 
tural policy and action has contributed ma- 
terially to the more beneficial operation of 
public programs. In addition, it has also 
contributed valuably to the health of Amer- 
ican democracy.” (p. 239) “But if it is 
important for the average man to under- 
stand the ramified ways in which experts 
can change the course of his daily life, then 
it is equally important to the expert .. . 
that he understand fully the perilous path- 
way upon which he sets out when he is in- 
different to the democratic tenets.” (p. 267) 


Chapter IX, “A Democratic Peace,” is a 
fitting sermon with which to close the series. 
Several statements deserve questioning ; the 
blueprint for agriculture and the nation is 
not so clear or so well-rounded as one might 
wish; and more critical discrimination 
would enhance its value in my eyes. Yet 
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its spirit is commendable and its ideas are 
stimulating and challenging. 


JoserH S. Davis 


Food Research Institute 
Stanford University 
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Redirecting Farm Policy. By Theodore W. 
Schultz. New York: The Macmillan 
Company, 1943. pp. vii, 75. $1.00. 
Here is a stimulating and readable book 

by a young man who, in a relatively short 
span of years, has attained a place of promi- 
nence in the field of agricultural economics. 
It presents an elaboration of the author’s 
earlier proposal, which has come to be iden- 
tified by the designation “necessary price.” 
His thesis is that the government should 
establish agricultural prices at levels which 
will bring forth the desired outputs of dif- 
ferent products. Where more of a given 
commodity is desired, price will be in- 
creased ; if production needs to be curtailed, 
price will be lowered. Prices are to be “‘for- 
ward prices”; that is, they are to be estab- 
lished for periods in advance as guides for 
farmers in determining their production 
plans. 

Professor Schultz is critical of the price 
policies represented by agricultural adjust- 
ment programs under which prices have 
been used as parity goals rather than as pro- 
duction directives. The programs have made 
parity price the end and production adjust- 
ment the means. Dr. Schultz desires to re- 
verse this in order to make the allocation 
of resources (i.e. production adjustment) 
the end and to make the price the means of 
its attainment. 


He suggests that “while it is easy to dem- 
onstrate that prices are not appropriate as 
goals, it is much more difficult to get at the 
reasons why people generally are disposed 
to believe the contrary.” (p. 11) Are not 
the reasons rather obvious? An important 
function of price is income distribution. In- 
dividuals and groups have a selfish interest 
in enlarging their share in income by raising 
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the prices for their goods and services. This 
has a more specific appeal than that of re- 
source allocation. They support price pro- 
grams on this basis. The protective tariff, 
minimum wages, so-called fair trade laws, 
and the wages and hours act suggest that 
there is nothing novel about the aim of the 
agricultural adjustment act to increase farm 
income by raising prices. 

Dr. Schultz does an effective job in pre- 
senting the case for directing farm produc- 
tion by government administered prices. He 
does not do as much for the income-dis- 
tribution function of price, although a final 
short chapter presents some proposals re- 
garding the income aspects of the problem. 
The author holds that “the price mechanism 
is not an appropriate means for supplement- 
ing the incomes of farm families” and that 
this “must be approached as a separate and 
additional problem to that of managing pro- 
duction.” (p. 65) He suggests that “‘a popu- 
lation policy is probably the key for unlock- 
ing the low-income problem.” 

A belief of some popularity holds that 
criticism of a program is not constructive 
unless it presents a substitute which is an 
improvement. This may have been a factor 
in leading the author to couple criticism of 
the present program with a proposal which 
calls for a decided change in basic philoso- 
phy. The job of pointing out weaknesses in 
existing programs has been approached 
more realistically than that of proposing a 
substitute. 

The suggested program assumes con- 
tinued active participation by government in 
arriving at farm prices. While there is rea- 
son to believe that this is not too far-fetched, 
should not advocates of programs involving 
extension of such participation give careful 
consideration to possible effects on our form 
of government? 

The determination of “necessary” prices 
may not be quite as simple as it seems, even 
in the seclusion of the statistical laboratory. 
Government workers, after all, are only 
human beings and not creatures endowed 
with omniscience. At best, considerable re- 
liance would have to be placed on trial and 
error. The real stumbling block, however, 
is that such programs cannot be operated 
under the controlled conditions of the lab- 
oratory. This fact raises the major question 
regarding the workability of the proposal. 
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Under what degree of freedom will the ad- 
ministrators be permitted to operate? 

We have a long record of governmental 
action to modify price in order to affect 
income distribution. It is expecting a lot 
to hope that people will make the drastic 
change in their thinking which is necessary 
for the adoption of the idea presented by 
Schultz that price adjustment should be 
made by the government to affect produc- 
tion rather than income. He uses the rais- 
ing of price on soybeans as an illustration 
of the way to get expanded output. Unfor- 
tunately, we do not have a record of cor- 
responding governmental action to lower 
cotton prices in order to discourage the use 
of resources in its production. 

Past experience does not suggest too 
strong a prospect that such a program would 
be welcomed. Grain growers did not object 
to having the Farm Board buy wheat to 
strengthen price; they did object to its sub- 
sequent sale. Price-supporting loans under 
the AAA started out with some degree of 
flexibility but congressional mandate soon 
linked loan values rigidly to parity. Limita- 
tions on the minima for price ceilings and 
efforts to change the formula in order to in- 
crease parity prices are still fresh in mind. 
Tariff history supplies strong evidence that 
it is easier to raise than to lower rates. 

Dr. Schultz clearly points out that these 
show weaknesses of programs which use 
price to affect incomes. Unfortunately, they 
also suggest some difficult hurdles to over- 
come before administrative flexibility essen- 
tial to a satisfactory program of necessary 
prices can be attained. Such prices may be 
designated as directives rather than goals. 
They still will play a part in income distri- 
bution. Skepticism regarding the readiness 
of pressure groups to keep hands off seems 
warranted. This aspect of the problem de- 
serves more consideration than is given to 
it by the author. This does not mean that 
the volume under review is not a very 
worthwhile contribution to the literature on 
agricultural policy. It deserves most care- 
ful reading and study. 


O. B. JESNEsS 


University of Minnesota 





384 


} 
| 
We 


American Agriculture, 1899-1939: A Study 
of Output, Employment and Productiv- 
ity. By Harold Barger and Hans H. 
Landsberg. New York: National Bureau 
of Economic Research, Inc., 1942. pp. 


435. $3.00. 


This volume is primarily a digest of sta- 
tistical information and analysis pertaining 
to employment and production in American 
agriculture. It is evidently designed to 
round out the Bureau’s field of analysis and 
is considered as a companion piece to Fab- 
ricant’s recent works on manufacturing in- 
dustries. The “aims” of the book are stated: 
“to assemble indexes of total agricultural 
output and its constituent parts, to explain 
their movements as well as the shifting pat- 
tern of output, and finally to compare the 
behavior of output with changes in the vol- 
ume of agricultural employment.” The prin- 
cipal sources are familiar: the census, the 
findings of the National Research Project 
on changing techniques and employment in 
agriculture culminating in the report of John 
A. Hopkins—“Changing Technology and 
Employment in Agriculture” (Bureau of 
Agricultural Economics, 1941), and a wide 
array of studies by the United States De- 
partment of Agriculture and the Agricul- 
tural Experiment Stations. The basic 
studies in all pertinent phases of agriculture 
are reviewed and criticized, and new in- 
dexes of output, employment and produc- 
tivity are computed. 

The development of the new index of ag- 
ricultural output is given more space than 
any other topic, and may be the principal 
contribution of the study. The aggregate 
index is constructed from physical produc- 
tion data, weighted according to constant 
dollar values. The assignment of weights 
according to (standardized) market values 
requires that those portions of crops used 
as feed or seed be excluded from the index 
of output. Thus, the measures of output for 
the principal feed crops, such as hay and 
corn, do not reflect changes in physical pro- 
duction, but rather in the portion of the 
crop sold to the nonagricultural sections of 
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the economy. Annual changes in inventories 
of crops and livestock on farms are also 
allowed for in the computations of indexes, 

This study is so similar to the one of 
“Changing Techniques and Employment in 
Agriculture” by the National Research 
Project that readers familiar with the latter 
will likely be comparing the two as they 
study the present volume. An interesting 
methodological issue is presented by the 
similarity of performance of the indexes of 
output arrived at by completely different 
methods of weighting. Hopkins and his as- 
sociates used hours of labor required for 
different tasks in production as _ relative 
weights. The NBER study uses constant 
dollar values. Yet the results are very simi- 
lar. Barger and Landsberg observe: “Dif- 
ferences between our index and the National 
Research Project index! remain within 5 
percentage points but are hard to track 
down since they are due to differences not 
only in data but also in weights. Indeed, 
it must be considered astonishing that the 
use of an entirely different weighting sys- 
tem—man hours per unit instead of value 
per unit—results in an index which reports 
very similar movements for the period as a 
whole” (Appendix C, Comparisons with 
Other Indexes, p. 406). This is a point 
which statisticians will likely desire to ex- 
plore further. 

Taking agriculture as a whole, the au- 
thors find an annual increase in total pro- 
duction of one per cent per year for the 
40-year period. The greatest increases have 
occurred in citrus fruits and dairy products. 
(Data are inadequate for computation of 
this long-time trend in the production of 
tree nuts and truck crops.) 

Computations of the trends of productign 
are shown separately for the 18-year peri- 
ods preceding and following the first World 
War. The annual rate of growth for 1921- 
1938 was only 0.5% compared to 1.5% for 
the period, 1897-1914. This computation of 
separate trends for the two periods suggests 
that a third set of trends will be involved 
in agricultural production after the present 
war. If so, the practical value of the elab- 


*Given in R. G. Bressler and J. A. Hopkins. 
“Trends in Size and Production of the Aggregate 


Farm Enterprise: 1909-1936” (Philadelphia 1938), 


Table 4. 
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orate computations of trends in this study 
in anticipating future developments would 
appear to be slight. 

A more absolute measure of the food por- 
tion of agricultural production is attempted 
in Chapter 4. The authors appraise the pres- 
ent production of food values as to both 
source and nutritional adequacy in terms of 
calories, vitamins, and minerals. This di- 
gest of nutritional research concludes with 
the observations that our people are not 
adequately fed and that the trend away 
from cereals and potatoes toward dairy 
products, fruits and vegetables should be 
encouraged. The chapter deals with the food 
problem in terms of natural relationships 
and categories rather than the relative cate- 
gories of trends and indexes. It is not inte- 
grated into the remainder of the study be- 
yond general conclusions of the order re- 
ferred to above. 

The analysis of employment in agricul- 
ture (Chapter 6) reviews critically the cen- 
sus enumerations of the gainfully employed 
as well as other measures of employment. 
The Shaw-Hopkins estimates are evaluated 
partly in the light of information made 
available by the census in 1942 (Table 33, 
page 237). The Bureau of Agricultural 
Economics estimates of agricultural em- 
ployment, based upon the crop reporter 
series on family workers and hired workers, 
are held to have a substantial upward bias, 
at least in recent years (page 224). Any 
one attempting to use currently available 
information on farm employment may profit 
from this evaluation. 

In the final chapter the authors attempt 
to evaluate the whole analysis and antici- 
pate the trend of the future. They antici- 
pate the continued relative decline in persons 
engaged in farming. The question is argued 
from several viewpoints but stands virtu- 
ally independent of the analytical parts of 
the book. Director Noyes of the Bureau 
takes sharp issue with the authors in a dis- 
senting opinion presented as a long footnote 
to the conclusion. His chief criticism is that 
the authors have confused the issues by 
lumping together the agricultural develop- 
ment of this country, which is basically an 
occupation of a virgin continent, and its in- 
dustrial development, which is a part of the 
greater and unique industrial revolution. 
For this reason, he is especially critical of 


the authors’ projected decline in relative 
farm population in terms of relationships 
found during the past 40 years. 

Viewed in the large, the value of the 
present study will probably depend upon 
whether or not it influences statistical re- 
search in the general economics of agricul- 
ture. It is not a book filled with insight into 
American agriculture but rather is primarily 
a general analysis based upon available sta- 
tistics. Most workers in agricultural eco- 
nomics may well find it full of information 
without being very informative. However, 
research workers upon a particular phase 
covered in this study will be wise to read 
the relevant portions with extreme care. 

The general limitations of the book are 
thus the defects of its qualities. For most 
purposes, statistical analyses are hand- 
maidens to other methods of study which 
deal with the great questions of historical 
development, social organization, and the 
issues in valuation. Guidance for policy 
must come from primary analyses of the 
latter magnitudes in which statistical trends 
are evaluated as consequences of antecedent 
events and purposes; and the social trends 
of the future will not be independent of so- 
cial policies and the collective wills of man- 
kind. 


KENNETH H. Parsons 


University of Wisconsin 
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The Northern Plains in a World of Change. 
By Carl F. Kraenzel, Watson Thomas, 
and Glenn H. Craig. Canada: Gregory- 
Cartwright, 1942. pp.. 190. 


The problems of the Northern Great 
Plains have not been slighted in the past ten 
years, but here is a document on the subject 
which deserves an extra amount of atten- 
tion. It is “a study outline for adult groups 
in the Northern Plains of Canada and the 
United States.” The report is written by 
professors at Montana State College and 
the University of Manitoba with the col- 
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laboration of other American and Canadian 
experts; it is sponsored by the Canadian 
Association for Adult Education and the 
Northern Great Plains Agricultural Advi- 
sory Council; and in its preliminary form 
it was the subject of discussion at a confer- 
ence of leaders from the Great Plains states 
and provinces. 

_There is no pussy-footing in this publi- 
cation. The case for aggressive planning is 
set forth simply and courageously. The point 
of view is not conservative. If this study 
outline is really used among adult educa- 
tion groups, as it is designed to be, one 
would certainly expect it to make a real 
impression on the thinking of the people of 
the Plains. 

The report makes a strong appeal for so- 
cial cooperation at the international, re- 
gional, and community levels of human ac- 
tivity. Selfish individualism, provincialism, 
and national isolationism are denounced. 

The unique physical and historical fea- 
tures of the Great Plains are outlined brief- 
ly but sufficiently to establish the case for a 
regional approach to Northern Great Plains 
problems. The central thesis is that the en- 
vironment is such as to require an unusually 
long time for human relationships to be- 
come properly adjusted to it. And now the 
overwhelming changes induced by modern 
technology and global affairs make the prob- 
lems of adaptation all the more complex, 
yet even more necessary. Therefore, the 
frontier of the region still remains, but it is 
“not the frontier of unexplored spaces but 
the beckoning horizon of new ideas.” 

The report stresses the fundamental im- 
portance of property in land as the key to 
planning for the area. Perhaps the authors 
would insist that this emphasis on property 
control is required by the peculiar character- 
istics of the region. It might be, however, 
that similar emphasis might be given to 
problems of agricultural policy elsewhere if 
they were probed deeply enough. At any 
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rate, land economists and agricultural econ- 
omists outside of the Plains region ought to 
read this report carefully on this issue, at 
least for the analysis if not for the recom- 
mendations, 

As for recommended policies, the study 
outline is again quite forthright. Some of 
the policies which are advocated are neither 
original nor regional, such as the disregard 
of public debt limits and the free use of the 
term “full employment” as if it were an end 
in itself. For the Plains the suggestions 
are more novel and, in many respects, vi- 
sionary. The report suggests the need for 
concentration of settlement and for the 
building of closer human association pat- 
terns in the social and financial affairs of 
the region. This change would involve set- 
tlement near to water sources, improved 
medical and educational facilities, new local 
industries, and strong community and re- 
gional cooperative organizations. 

The agricultural resources pattern would, 
in the picture of the future, be drastically 
altered. Cooperative control over land use 
and a decrease in private land ownership 
are suggested as means of reducing indi- 
vidual risk, achieving area diversification of 
enterprises, obtaining efficient use of ma- 
chinery and equipment, conserving the soil, 
attracting capital, and finally, the most im- 
portant, taking the farmers off the tread- 
mill of attempting to buy full individual 
farm ownership. 

Everyone who reads this document should 
be able to find some or many things in it 
that he doesn’t like. But that only adds to 
the virtues of the bulletin: it was issued, ap- 
parently, to stimulate debate. And it would 
be well for a large number of people to get 
in on the discussion. The authors deserve 
high commendation for their willingness to 
serve as the pin-setters. 


LeonarD A. SALTER, JR. 


University of Wisconsin 





